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Tuar’s a question we get asked every day 
in dozens of different ways by thousands 
of different people. 

People with lots of money . . . and 
people who have only a few hundred 
dollars to spare. 

People who would just love to get rich 
quick . . . and people whose first con- 
sideration must always be the safety of 
their money. 

People who already own stocks or 
bonds . . . and people who would like to 
invest for the first time to earn a better 
return on their money—say 5% or 6%. 

Want to know what we tell these 
people? 

Well, at a time like this, one of the 
first things we're likely to point out is 
that there’s no pat formula for investment 
success. If there were, we’d all be million- 
aires. 

It probably doesn’t help our business 
any to talk to a prospective customer that 
way, but you'd be surprised how many 
people think we work stock market mira- 
cles just as a matter of course. We're not 
that good. Nobody else is. And we don’t 
want business on that basis. 


But what we will do is to take anybody’s 
investment problem — no matter how big 
or how small — and put our Research De- 
partment to work on it. We know that 
Research will make every effort to come 
up with the best possible answer. 

Will those answers always be right? Of 
course not. (Again, if they were, we'd all 
be millionaires.) But over the years our 
Research Department has rolled up a rec- 
ord we don’t have to apologize for. 

Sometimes Research tells people they 
shouldn’t buy stocks. Why? Because we've 
always maintained that people should 
first have enough savings and enough in- 
surance to meet life’s emergencies. Then 
and only then should they properly con- 
sider investing their extra money in stocks. 


Would you like to know what our Research 
staff would recommend in your own case? 
That’s easy. 

If you want their guidance in setting 
up an investment program or if you would 
like them to review your present holdings, 
just write and tell them about your prob- 
lem, your situation. And the more you tell 
them—in confidence, of course—the more 
helpful they can be. Naturally, there’s no 
charge or obligation. Just address your 
letter direct to — 


Department SF-88 


MerriLL LYNCH, 
PIERCE, FENNER & BEANE 


70 Pine Street, New York 5, N. Y. 
Offices in 97 Cities 
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tary on our times that the 
term “year of crisis’’ has 
become virtually common- 






<—Z_ place. Yet in what other 
‘ terms can we discuss with 





our readers the realistic 
problems of the year 
ahead? 1951 will be a cru- 


cial year, as we all know. It may be a year of crisis indeed, in the fullest sense of the word. 


But while the world situation is crucial, there need be no undue discouragement. Above all, 
there need be no concern about our country's ability to cope with the grave problems it faces. 
Fortunately, we still are a rich and strong nation. Strong not so much perhaps in military terms as 
yet, since we have only begun to rebuild our military muscles. But strong in resources, in pro- 
ductive power, in technical know-how, in skilled labor. And strong also in ideals, and the will to 
make these ideals prevail for the good of ourselves and of mankind. 


All these are powerful assets that will stand us in good stead as we begin to gird ourselves 
to meet the challenge of tyranny and communist imperialism. The resultant duties and responsi- 
bilities, which we as a nation did not seek but which we cannot evade, mean heavy economic and 
financial burdens for the American economy, drastic interruptions in our normal peace-time pur- 
suits, great shifts and increasing strains, and sacrifices for both, business and the individual. There 
will be tensions and strain, to be true, but there will also be, grim determination to complete the task 
which fate has forced upon us. And as we progress in our efforts, there will be growing consciousness 
of strength, a new upsurge in confidence that we can surmount whatever the future has in store. 


Yes, the year ahead will be a decisive one in many respects. It will also be a decisive one 
for you as an investor, because the full economic dimensions cf the rearmament effort, though 
presently still somewhat obscure, can hardly be less than all-embracing eventually. A full harness 
of controls is already descending on us. Higher taxes and a program of progressive civilian austerity 
are inevitable. Industry will be forced to adapt itself to radical shifts in production and markets. 
The interplay of these factors and forces is bound to have definite impacts on security prices. The 
investor simply cannot disassociate himself from events. 


Nor can he afford to wait with complacency the course of developments. More than ever he 
must be alert in recognizing their significance in advance. More than ever it will be necessary for 
him to be forewarned. To safeguard his substance and make the most of the opportunities which 
always exist, he must keep informed and be prepared for quick decisions. To make the right deci- 
sions, to safeguard himself against sudden reactions to the revolutionary moves taking place, to 
keep pace with the swiftly moving events, and not the least, to have peace of mind in a peculiarly 
unpeaceful world, he needs information, guidance and advice. 


As in the past, so in the New Year, THE MAGAZINE OF WALL STREET stands ready to fur- 
nish its readers the type of practical investment and business guidance which is indispensable for 
satisfactory results. Not only will it provide you with the best investment service you can possibly 
obtain, but it will bring you regularly numerous supplementary services essential in gauging the 
trend of markets and securities values. 
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ness and investment policies. 


You will find particularly useful and convenient our investment service that keeps you con- 
stantly informed about the stock market, its trends and undercurrents, the forces at work, and our 
timing advice that helps you to make the most of the security selections constantly offered in 


THE MAGAZINE OF WALL STREET. 


Just as you will find our market interpretation of great value, so will our stock selections be of 
particular value today. Throughout the pages of the MAGAZINE, we will give you the benefit of 
our experience, study and judgment so that through its use and the use of our Inquiry Department, 
you shall be able to maintain your investment position on a sound and profitable basis. 


Altogether we shall continue to endeavour to offer you a complete all-round investment service 
consisting of sound selections, proper timing advice and unbiased judgment in all market and in- 
vestment matters based on forty-three years of experience in the investment field, during which 
we have served our readers successfully and profitably in boom and depression, in war and peace. 
It is this high standard of service that should make THE MAGAZINE OF WALL STREET invaluable to 
you in the year ahead, doubly so because it will be a year of decision in every sense of the word, 
full of momentous developments with profound impacts on markets and investments. 


We shall also keep you abreast of economic and business trends, always important as key 
factors determining market developments. In this respect our BUSINESS ANALYST will keep you 
informed of the basic business forces that may shape tomorrow's markets. In every issue we shall 
keep you posted on what goes on in the world of business, and report and analyze trends in the 
making as our preparedness drive increasingly becomes the basic feature of the nation’s economic 
life. In view of the constant and incisive shifts taking place in industry and business, you will find 


these realistic interpretations indispensable. 


Additionally, our ECONOMIC SERVICE will study and weigh the broad economic trends both 
at home and abroad, their significance and potential implications in terms of business and market 
repercussions. At frequent intervals we will offer concise summaries of the general economic picture 
and outlook, along with interpretive articles bearing on specific subjects of timely interest. 


Finally, our WASHINGTON LETTER will guide you through the maze of currents and cross- 


currents in the nation’s capital, and keep you in- 
formed on trends and events touching on political, 
economic and foreign affairs. To keep you ahead of 
actual developments, it will continue to probe deeply 
behind the scenes to unearth trends of thought that 
may become actions in the future. 


All in all, THE MAGAZINE OF WALL STREET in 
1951 stands ready to serve you more fully and better 
than ever in one of the most trying periods of our 
nation's history, a period in which to be well in- 
formed means to be well armed to face the manifold 
problems of a difficult time—for your benefit and pro- 
tection. You owe it to yourself to obtain such 
guidance. Being well informed today is not only a 
duty but a paramount necessity. 
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As editors of THE MAGAZINE OF WALL STREET, we accept as a special responsibility the 
task of keeping you constantly and reliably informed about trends and events as they are likely to ' 
interest and affect you as an investor and as a businessman. Such an undertaking covers a wide 
area. Therefore you will appreciate our concise, yet comprehensive studies which are written and 
edited for you—to save you time, to inform you, to aid you in formulating and executing your busi- 















































Big enough for the job 


We live in a big country and it takes 
a big telephone system to give good service 
to millions of people. 


The Bell System is equipped to handle 
today’s more important job because it has 
never stopped growing. It has kept right 
on building to make service better and 
provide more of it. 


Times like these emphasize the bene- 


fits of such growth and the value of a 
strong, healthy telephone company to 
serve the Nation’s needs. 


The Bell System aims to be big in more 
than size. 


It aims to be big in the conduct of the 
business —in its plans for the future —in 
doing its full part in helping to keep 
America secure. 


BELL TELEPHONE SYSTEM 
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Industry 
Business 


The Trend of Events 


MANAGEMENT AND CONFIDENCE .. . In these days 
of momentous decisions, American industry and its 
leaders are confronted with challenging problems 
that put to a severe test their efficiency, their re- 
sourcefulness, their policies and their determination. 
On their ability to meet this test successfully depends 
not only the efficiency and effectiveness of our mo- 
bilization, but the economic health of the nation as 
well as the extent of the sacrifices which we as indi- 
viduals will be called upon to make. In the last 
analysis, however, even more than that is at stake: 
Upon the wisdom and efficiency of our industrial 
leaders will depend the very retention of freedom 
in America. 

In contemplating this, it is reassuring to look back 
on industry’s past achievements, its vital contribu- 
tion to the nation’s prosperity and strength, its flexi- 
bility and adaptability whenever the need arose—all 
eloquent testimony to managerial resourcefulness 
and foresight which has so importantly helped in 
making this nation what it is today. 

In the present emergency, therefore, it is gratify- 
ing to know that at the helm of our leading corpora- 
tions stand men in whose integrity, experience and 
resourcefulness we can have 


first considerations not only in appraising the 
strength of a corporation but in assessing our future. 

For efficient management is no less important when 
it comes to guiding our mobilization and safeguard- 
ing our economy as the nation girds itself to face the 
common danger. For that reason, even more imper- 
tant than the organizational blueprints of the defense 
agency set-up are the personalities entrusted with 
this immense task. After all, such an organization 
can only be as good as the men behind it. 

We have already expressed our gratification with 
the personality, drive and experience of the man who 
heads it—Mr. Charles E. Wilson. We are equally 
pleased with the caliber of the men who will hold 
key positions under him. They deserve our confidence 
and respect. We can readily give them our confidence 
because they have, in their own sphere, proved them- 
selves efficient and successful managers. 

CALL FOR SACRIFICE... A few days ago, President 
Truman declared that he thinks it will eventually be- 
come necessary to impose across-the-board price and 
wage controls. Prior to this statement, the President’s 
Council of Economic Advisers in its annual report 
had conceded that price and wage controls have be- 
come inevitable. One can safely 





every confidence. This is im- 
portant to us as citizens as 
well as stockholders. The bet- 
ter the management of our 
industries, the more assured 
we can be of our economic 
future, of the safety of our in- 
vestments and, in these parlous 
times, even of the very secur- 
ity of the nation. Management 
has justly become one of the 





We recommend to the attention of our 
readers the analytical discussion of busi- 
ness trends contained in our column 
“What’s Ahead for Business?” 
regular feature represents a valuable 
supplement to Mr. A. T. Miller’s stock 
market analysis of importance to in- 
vestors as well as to business men. To 
keep informed of the forces that may 
shape tomorrow’s markets, don’t miss it! 


assume that there is a definite 
relationship between these two 
statements, that the Presi- 
dent’s views reflect the sudden 
change of mind — a fortunate 
one —that apparently has oc- 
curred among the members of 
the Council. 

Here is what their report 
says: “The die has now been 
cast for price and wage con- 


This 
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trols, which will cover progressively more of the 
economy as the necessary organization is expanded 
and as the defense program mounts. It is idle to specu- 
late how much of the necessity for controls might 
have been avoided, if a far more extensive tax pro- 
gram had been adopted far more quickly, or if certain 
groups within the economy had shown more re- 
straint.” 

In changing its mind, however belatedly, we be- 
lieve that the Council has made an important con- 
tribution to the defense effort. We all remember 
chairman Keyserling’s prior emphasis on “produc- 
tion and more production” which he held far more 
important than controls. We are sure the country 
would be vastly better off today if the Council had 
given, and the President followed, urgent advice to 
prepare for effective enforcement of price-wage con- 
trols before inflation got off to a long head start. In 
that respect, the Council now admits that its initial 
attitude was wrong, its reference to taxation not- 
withstanding. 

It is nevertheless gratifying to note that the Coun- 
cil did not hesitate to discard its peace-time pro-labor 
philosophy and is now calling for a policy that would 
exempt “no sector of the population from participa- 
tion in a maximum national effort to achieve lasting 
security founded upon justice.” 

That means that sacrifices will be expected not 
only from management but also from farmers and 
labor. It is up to the President to follow this sound 
advice and see to it that no political pressures, as in 
the past, are allowed to undermine such a policy. It is 
the responsibility of Congress to back him up in this. 

Labor leaders who in the past had little trouble in 
using statements by the Council or its members to 
strengthen their demands, will find small comfort in 
its latest insistence that “it is certainly not too much 
to ask that wage earners in general forego efforts to 
increase their living standards during a time when 
the economy simply cannot produce more civilian 
goods” and that “the bulk of wage earners already 
employed at high wages should recognize that these 
wages cannot be allowed to spiral still higher under 
current conditions.” 

This is reasonable enough but requires corollary 
action in another field, that of farm price support, 
which has been primarily responsible for soaring 
food prices. Here, too, what’s wanted—and badly—is 
an entirely new attitude and drastic revision of ex- 
isting farm price policy. Something of the sort is 
foreshadowed in the President’s recent statement on 
price controls. The fact is, as the law now stands, it 
protects many current food prices against roll-backs 
by using the parity system as a backstop. 

Congress will be asked to amend the law so that 
food prices can be regulated. Again, it is that body’s 
responsibility to back up the President, to stand firm 
against political pressures, and to act in the nation’s 
interest which after all is the interest of everyone 
including congressional constituents. But that is 
probably where the greatest difficulties may arise. 
Still, the Council has “put it on the line” and de- 
serves commendation. The President and Congress 
will have to take it from there. 

We agree that wage and price controls are no more 
than temporary and superficial arresters of the in- 
flation trend, that stern fiscal measures are needed 


to supplement them if we are to win the inflation 
battle. At this stage we need both, however. Had man- 
datory price-wage controls, however unpalatable to 
most of us, been instituted sooner, we could have 
saved a sizeable chunk of tax money. It is appropriate 
to point that out to those who deplore high taxes but 
continue to carry the torch for a free price economy 
under todays’ emergency conditions. 


TAX LAWS CAN BE SOUND .... The final version of 
the excess profits tax law just enacted proves that 
statesmanship on the part of legislators and business- 
men joined together can produce a revenue act for 
defense that also helps satisfy some of the essential 
needs of the American free enterprise system. 

We all recall the original clamor for a “tough” 
EPT, chiefly emanating from labor circles and poli- 
ticians who figured there might be votes in it. Had 
these demands been heeded, it would have resulted 
in a primarily political and emotional piece of legis- 
lation that would not have taken profiteering out of 
defense business, but instead would have fostered 
even more inflation and curtailed the productive 
capacities of many new and growing companies at 
the very time when the national need calls for in- 
creased productive facilities. 

The National Conference of Growth Companies, 
under the chairmanship of Dr. Allen B. DuMont, 
proved the effectiveness of a constructive approach 
by businessmen. As a result, congressional leaders 
invited the group to submit specific suggestions to 
aid the lawmakers in devising a more equitable and 
more effective revenue producing act. The outcome 
shows that many of the group’s important sugges- 
tions were adopted in spirit and in substance. 

This is eloquent demonstration of the kind of in- 
dustrial statesmanship which the nation needs in- 
creasingly in the grim days ahead. It also reflects a 
gratifying awareness in legislative quarters of the 
need for tax legislation that takes into account the 
problems and needs of business. 

To plead for such an approach is neither selfishness 
nor an attempt to escape the sacrifices which the 
gravity of the situation imposes on business as well 
as on individuals. It is merely recognition of realities 
that demand that every action taken to meet the 
nation’s problems be the result of decisions based on 
the soundest and most constructive foundations. In 
every field, this is the paramount need of the hour. 

The EPT bill is still far from ideal and overwhelm- 
ing economic arguments could be brought forth 
against it. But at least there has prevailed enough 
common sense to eliminate some of the worst aspects 
of that type of tax. Let’s hope that similar realism 
and common sense will also prevail when Congress 
tackles the next tax bill. It can afford it, since it 
already has gone a long way to satisfy the political 
clamor. 

Still bowing to the latter, there has been some 
comment in high quarters to the effect that Congress 
went too far in its “relief”? provisions for specially 
situated companies. Liberalizing provisions for regu- 
lated enterprises such as railroads and utilities, for 
growth companies and companies whose business 
was depressed during the postwar base period years 
are based on simple equity and common sense and 
should not be tampered with. 
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BY ROBERT GUISE 


REALISTIC COURAGE THE ANSWER — NOT NEBULOUS WISHFUL THINKING 


A s the news from Korea grows grimmer by the 
day, with our armies once again in retreat, one won- 
ders what kind of a war we are fighting. Wars aren’t 
won by “successful evacuations” and by fighting 
retreats “almost exactly as anticipated.” These 
are terms used to cover 
defeats. But we know 
now that the campaigi 
in Korea has been lost 


“ONLY A DREAM IN A BOWLING ALLEY 
—IF ONLY WE ACT REALISTICALLY IN 1951” 


of a flank attack from Formosa—or an actual invasion 
of the mainland, would have dissuaded the Chinese 
Reds from attacking our forces in Korea. It certainly 
would have taken the steam out of any aggression in 
Korea. But we not only failed to arm the Chinese 
Nationalists; we for- 
bade them to attack the 
Reds. Even today, our 
fleet stands between the 
Reds and Chiang Kai- 





on the political and dip- 
lomatic fronts before it 
was lost in the field. 

It is not surprising 
that the public is con- 
fused and distrustful. A 


shek’s forces while our 
own troops are being 
slaughtered in Korea. 
That’s why we are 
forced to conclude that 
the Korean war was lost 





war which is not a war 
(officially), a campaign 
which produced planned 
retreats, an enemy who 
may be killed on one side 
of a river but not on the 
other, enemy key centers 
which may not be 
bombed, willing allies 
which are not being al- 
lowed to fight on our side 
—all this makes up a pat- 
tern the logic of which 
is somewhat difficult to 
understand. 

As it it, at the very 
time when the United 
Nations forces are in re- 
treat from overwhelm- 
ing numbers of Chinese 
communists, their sup- 
ply centers and staging 
areas in Manchuria are 
still a “privileged sanc- 








A gy Te by incongruous diplo- 
macy before it was lost 
in the field. For some 
strange reasons, we 
have been fighting vir- 
tually with one arm tied 
behind us. We have neu- 
; tralized Chiang Kai- 
i—_ shek’s threat to the 
Reds, thereby freeing 
them for aggression 
against our own troops 
in Korea; and General 
MacArthur was forbid- 
den to bomb enemy bases 
in Manchuria while the 
Reds were building up 
their invasion forces 
there. Even now, with 
the Chinese Reds again 
trying to push us into 
the sea, he still cannot 
bomb Chinese cities 
from which the Red at- 











tuary” untouchable by 
our airplanes. Even the 
opening of a second 
front by a release of Chinese Nationalist troops for 
operations on the exposed Chinese mainland is pre- 
vented by the presence of an American fleet off For- 
mosa. The fact that we virtually assured the Chinese 
communists that the Nationalists would not be al- 
lowed to attack, the further fact that we shortsight- 
edly failed to arm the Nationalists, these two facts 
are in large degree responsible for our predicament 
in Korea. 

Our initial intervention there, caught Russia off 
balance and gave us the initiative; our policies on 
Formosa lost it again. Had we promptly last June 
begun to send adequate arms to the 450,000 National- 
ist troops under Chiang Kai shek, he would have been 
ready for action against the Chinese mainland by 
October, the time when victory in Korea was in our 
grasp. Almost certainly, in such an event, the threat 
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“With Apologies to Dowling in The N. Y. Herald Tribune” 


tacking forces are sup- 
plied. Only the other 
day, with very little elaboration, President Truman 
announced that the bombing of China is not being 
contemplated. 

In part at least, we think, our incongruous actions 
and policies can be traced to the deep policy rift that 
has developed between us and Britain. It is said that 
Mr. Attlee during his recent visit in Washington con- 
tinued to suggest strongly the elimination of Chiang 
Kai-shek from Formosa and the full recognition by 
this country of Mao Tse-tung’s communist govern- 
ment. We are not likely to “buy” any such proposition 
of abject capitulation. But neither, it seems, are we 
ready to shake off our inhibitions, to give up our wish- 
ful thinking that we may yet be able to make an 
“honorable” peace with the Chinese Reds, and in- 
stead formulate and execute a realistic and coura- 
geous policy which the (Please turn to page 420) 
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Individual Issues versus General Market 
—Factors Likely to Determine Security Prices 


The market has become more speculative in over-all character. Its early-January strength 


is subject to test fairly soon. We are continuing to allow for a medium-term correction of at 


least normally important scope, whether from present or not greatly higher levels. Reten- 


tion of reserves should work out better than reaching for stocks. 


By A. T. 


be he market opened the new year with a dis- 
play of strength, on which the Dow-Jones industrial 
average finally managed to better its previous high, 
made last November, by about 5 points, or a little 
over 2%. There are a number of indications which 
- suggest that the general rise has reached a much 
more speculative, if not frothy, stage than formerly. 
For one thing, during the last several weeks the 
trading volume in five-hour sessions has averaged 
more than 3,000,000 shares a day. Sales and pur- 
chases for tax-adjustment purposes no doubt ac- 
count for some of the increase; but the bulk of it, 
as always when the market is “boiling”, is due to 
growth of the speculative appetite of the stock 
market’s general public, some of whom have be- 
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come attracted to common stocks for the first time. 

Not all of the newcomers are speculative-minded. 
Impelled by inflation fears, some are belatedly shift- 
ing out of a portion, or all, of their bond holdings 
into equities. While this may be of some importance, 
it is not a major factor. In the main the rising in- 
terest of the so-called small-fry public reflects its 
usual tendency to get “sucked in” by the sight of 
persistently rising stock prices, and the desire to 
make some easy money fast. Coming in mostly at 
high levels and over-staying the market, these peo- 
ple generally get ‘hung up” and blame Wall Street 
therefor. 

Aside from abnormally large trading volume, you 
see increasing speculative tendencies indicated by 
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the quickened pace of the rise in our 
index of 100 low-priced stocks recently, 
as compared with the rate of rise in 
better-quality issues. The index is now 
at a level about 106% more advanced 


340 than that of the index of 100 high-priced 
stocks, whereas, in the most extreme 
320 spread ever known, its 1946 high was 


about 121% more advanced than that 
of the index of 100 high-priced stocks. 
There have been two main phases of 
280 the market’s advance since June, 1949: 
the pre-Korea phase and the post-Korea 

phase. The latter has necessarily been 
considerably more speculative than the 
former for two reasons that ought to be 


_ 300 


260 


24o obvious. First, the uncertainties and 
potential hazards are multiplied by the 
_ shift to a high-tax, semi-controlled, semi- 


war economy; and by the contingency 
of global war. Second, the shift in se- 
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220 ———— - rs 10 lectivity has necessarily been toward 
| INVESTMENT {DEMAND ) a 4 the speculative side, on balance. All stock 
210 miw.s. 100 HIGH s 10S groups with any kind of “war flavor’ 
PRICED STOCKS have become popular. Although there is 
200 > ater oe 100 investment quality in a minority of 
ojo?) °ee! 6° bas he these, notably oils, many, if not most, 
190 | Leer, “or 95 of them are inherently speculative. That 
M.W.S. 100 is so, for example, of aircraft manufac- 
180 LOW PRICED STOCKS 90 turing, air transport, metals, liquor, ma- 
SCALE AT LEFT = | chinery, railroads, rail equipment and 

1"10 | SPECULATIVE DEMAND 85 textiles to name only some of them. 
Ba @ @O, © 2 SE OE et ee ee In contrast with this, the pre-Korea 
NOV. DEC. JAN. phase of the advance was paced in large 


degree by investment-quality industrials. 
However logical may have been the shift 
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in selectivity, its basis is 
nevertheless more specula- 
tive than was that of the 
pre-Korea phase. That is so, 
regardless of all the talk 
about how much support 
the market is getting from 
steady buyings by trust 
funds, pension funds, etc. 
A majority of the actively 
popular “war stocks” could 
not remotely qualify for 
trust funds. 

This shift has gone a long 
way — further than many 
people imagine — and to 
that extent has already dis- 
counted, if not over-dis- 
counted, the benefits that 
individual companies are 
expected to derive in a semi- 
war or war economy. It 
could easily exaggerate the 
benefits, under the market’s 
present optimistic mood, 
while temporarily minimiz- 
ing the uncertainties which 
could make moonshine out 
of any forecast of future 
earnings and dividends of 
almost any individual cor- 
poration. As compared with 
the pre-Korea market highs 
—only 5% under the present 
level in the case of the daily 
industrial average—declines 
in such war-casualty groups 
as automobiles, building materials, utilities, gold 
mining, video stocks and finance companies range 
as high as 25% or so; while, on the same comparison, 
there have been additional advances, on top of a year 
of market rise from the June, 1949 low, ranging 
from roughly 20% to 35% in such war-groups as 
rail equipment, aircraft, oils, coppers, rails and 
textiles. 

Although war-stocks remain in favor, few groups 
failed to participate in the spurt concentrated in the 
first week of January. That was so even of a number 
of automobile and auto parts stocks, of finance com- 
panies and gold-mining stocks, of building materials, 
of television stocks and utilities. To some extent this 
is a reflection of undiscriminating public buying; to 
some extent it is the usual rebound as traders try 
for a “play” in stocks which had been depressed by 
November-December tax selling. In any event, such 
broadly diffused strength cannot be expected to con- 
tinue indefinitely. 








Strength Partly Seasonal 


As we have pointed out before, upward tendencies 
in stock prices in the forepart of January have been 
the rule in the overwhelming majority of past years. 
The reasons, which need not be elaborated here, foot 
up to a “seasonal habit” of widely varying intensity 
from year to year. Depending on more fundamental 
considerations, early-January gains may be ex- 
tended in bull markets in due time, or may prove 
to have been mere punctuations in downtrend mar- 
kets. The point to be emphasized is that the technical 
significance of early-January strength is always open 
1951 
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to question and always subject to test. In short, the 
recent performance would be more impressive in 
late January or in February, than in the first week 
of the year. 

Regardless of the fact that the industrial and rail 
averages have recorded new highs for the 1949-1951 
cycle, it remains true that a waning momentum of 
advance is shown, when you compare net results of 
recent months with the pace of the advance from 
the July post-Korea reaction low to early last Octo- 
ber. In roughly eight weeks to October 7 the indus- 
trial index rose more than 17%. In 13 weeks since 
October 7, with a greatly increased average weekly 
turn-over of shares, there has been a further net 
rise of less than 4%. Market strength, of course, has 
been of a highly selective nature, cloaked rather 
than revealed by the action of the averages. 

This is not at all to argue that further market rise 
is impossible. There is an old saying, true in the mar- 
ket at times, that nothing succeeds like success. Ad- 
vances—and declines—can go to extremes, influenced 
more by psychological moods than by statistical, or 
other, realities. However, to make decisions on the 
expectation or possibility of continuing psychologi- 
cal extremism is to speculate rather than to invest. 
At best, we think, there might be a moderate addi- 
tional advance in the averages, measured in points. 
Even so, the buyer at this level, as always at ad- 
vanced levels when it is taking more and more turn- 
over to keep the rise going, will have straight per- 
centage working against him in respect to profit 
potentials on the one hand, and risk of intermediate 
market reaction on the other. Especially where the 
interest is solely in long-term capital gains, because 


365 





of tax differentials, it is hard to see any adequate dends here and there. 


basis for current buying. Within the next six months 


Whereas some of the recent “good cheer” in the 


—the long-term holding period, for tax purposes, for market has been based on the thought that the cor- 
stocks bought now—we will surely have the disrup- porate tax bill just made law by the President’s sig- 
tions involved in the partial conversion of industries nature is reasonably moderate, it does not really 
to war work; some instances, fairly numerous, of clarify the tax outlook; for within the next six months 
sharply lower quarterly earnings; some cuts in divi- or so, Congress will again be grappling with a major 
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tax revision, from which, according to all 
present indications, corporations will not be 
immune. There may be a fair chance that the 
framework, and most of the special provi- 
sions, of the present EPT will stand. But the 
chances are better than even that the tax will 
be tightened in one way or another, working 
out to an appreciably higher effective rate; 
and that the final “regular” rate of companies 
not subject to EPT will be well above the 47% 
figure in the present law. 


And the next six months could be a crucial 
period in its significance for or against global 
war, perhaps depending most on Russia’s un- 
known strategic plans. Meanwhile there is 
agreement in America only that Russia is the 
enemy and that we have to arm. Because of 
years of inept leadership in foreign affairs, 
there is no unity on basic strategy; nor is 
there official candor in discussing the prob- 
lems and alternatives. The mood of the stock 
market, which permits it to ignore what is 
happening in Korea and what we face in Asia 
in the period ahead, is in striking variance 
with the public’s state of the mind about our 
national problems and national leadership. 
Meanwhile, many of those who bought stocks 
at deep-reaction prices last summer, or in the 
early phases of the post-Korea rise, will be 
sellers for six-months’ capital gains within the 
weeks just ahead. 


Results In 1950 


Charted on this page, we show the net 
changes in our weekly stock group indexes for 
1950 as a whole. The combined average rose 
31.9%. That was roughly 38% greater than 
the rise in the index of 100 high-priced stocks, 
which amounted to 23.1%. On the other hand, 
the net rise of 45% by the index of 100 low- 
priced stocks was almost twice that of the 
high-price index, and not far from a third 
greater than that of the combined average. 
This reversed the tendencies of 1949, in which 
quality stocks fared relatively better than 
in 1950. 

Some of the largest 1950 gains were 80.5% 
for aircraft, 75.6% for miscellaneous metals, 
74.3% for rails, 58.6% for copper and brass, 
56.1% for paper, 53.4% for steel and iron, 
52.8% for tires and rubber, 51.9% for textiles, 
and 50.3% for railroad equipment. As will be 
seen, the net gains of some other groups ex- 
ceeded 40%. 

The losers for 1950 as a whole were: amuse- 
ment stocks (primarily motion pictures) , bak- 
ing, construction, finance companies, furnish- 
ings (household), gold mining, public utilities, 
soft drinks, tobacco and variety stores. The 
net declines in these instances ranged from 
1.5% for utilities all the way to 24.2% for 
finance companies. Eearlier in this article we 
cited some of the (Please turn to page 420) 
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By E. A. KRAUSS 


Ae the New Year opens, we are 
fully aware that coasting on the arms effort 
is a thing of the past, that all time tables are 
being advanced—on military manpower, on 
arms output, controls, price and wage ceil- 
ings—in short that what we must henceforth 
expect is a rapid build-up of military 
strength and industrial readiness that is 
bound to project us into as near a war eco- 
nomy as seems practical under present cir- 
cumstances. 

That is the situation facing the nation 
today, in sharp contrast to a year ago when 
the principal question was whether and how 
long the recovery from the 1949 recession 
would be extended. Throughout the pastyear, 
this recovery gained momentum to such an extent 
that industrial output by the year-end topped all 
previous records save those of 1943 and 1944, years 
of intense war effort. By all peace-time standards, 
the country in 1950 was in the midst of a business 
boom of peak dimensions. What now lies ahead is 
a shift to a defense boom, with all its uncertainties, 
hazards and opportunities. The signal has been 
given. Rearmament is grinding into gear. 

Yet it will take time for the new pattern to de- 
velop, despite the emphasis on speed. While full- 
scale mobilization of industry, men and materials is 
on the way, there is much uncertainty how today’s 
decisions and those yet to come will affect the eco- 
nomy. Many questions remain unanswered. Still, 
when all known factors are considered and allow- 
ances made for probable developments, certain con- 
clusions can be arrived at. 


Transitional Problems 


Obviously there is no way in which the arms 
effort can be speeded up substantially without a pre- 
ceding cut in the production of civilian goods for the 
simple reason that materials and manpower must be 
diverted because available supplies are not sufficient 
for both. The important problem is how quickly this 
will be done, and how promptly arms orders will 
take the place of throttled civilian production. On 
it depends the length and severity of the interim 
period of transitional unsettlement which is now be- 
ginning to make itself felt. 

We have already had a foretaste of what to expect, 
with defense orders coming in only slowly but with 
Government actions progressively tightening the 
grip on industry from two directions—by reducing 
materials supplies via cutbacks, and by demand cur- 
tailment via credit curbs. In terms of the near term 
outlook for business, the question is whether we can 
in the circumstances have a smooth transition. The 
safer assumption is that some unsettlement can 
hardly be avoided though in the light of previous 
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BUSINESS PATTERN 
Shaping Up For 1951 








experiences, and 
particularly in 
view of in- 
dustry’s extra- 
ordinary  flexi- 
bility, economic upsets should be held to a minimum. 

Initial moves in tackling the transition problem 
were pretty tough and had to be tempered. They 
consisted of orders to cut the civilian use of most 
metals not only immediately but far beyond current 
defense needs. Objections from business and organ- 
ized labor, plus realization that no useful purpose 
can be served by a premature and unnecessary 
crackdown on the civilian economy brought a change 
of mind with the cutbacks liberalized at least 
through the first quarter, or until defense produc- 
tion goals have crystallized. 

The key to the more immediate outlook thus lies 
primarily with the Government. If it moves too 
quickly and too strongly in limiting civilian work 
before equivalent war orders are ready, the result 
will be unnecessary unemployment, disruption of 
working forces and loss of output—the latter doubly 
deplorable in view of existing inflationary pressures. 
If stockpiling is carried to extremes, the result will 
be similar. 

It must be taken for granted that with the new 
urgency introduced by the gravity of the inter- 
national situation, determination of defense pro- 
duction goals will be expedited as much as possible. 
Once they are established and can be translated 
into terms of definite raw materials requirements, 
controls will shift and tighten once more. The cur- 
rent priority system then is bound to give way to a 
full-fledged allocation system patterned after the 
Controlled Materials Plan of World War II days. 
While this will mean less materials for civilian pro- 
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duction, with the probability of end-use control 
shutting out non-essential businesses, industry as a 
whole will have a better idea of the conditions under 
which it will have to operate in the future. 

The time for this is not far off, possibly no more 
than two or three months in view of the latest ac- 
celeration of defense blue-prints, but it will take at 
least that long before arms begin to roll off the 
production lines in greater speed. Logically this 
should imply no more than a gradual cutting down 
of civilian output during the first quarter unless 
there is renewed emphasis on stockpiling, latterly 
relaxed somewhat. 

Should that be the case, transitional impacts will 
be sharper and deeper because of premature civilian 
production cuts. It would mean transitional disem- 
ployment rather heavier than currently allowed for, 
and since it would further reduce the supply of 
available goods, it would also complicate the fight 
against inflation. The resultant setback in business 
may not last long, but could well be more pronounced 
while it lasts. 

Even before institution of a full-fledged allocation 
system, some intermediate move appears probable, 


that is the resort to sliding-scale cutbacks according 
to essentiality of civilian products. In some luxury 
and wholly non-essential lines, a complete end-use 
ban is not impossible. Coming decisions in this re- 
spect will clarify the degree of impact on the various 
individual industries, whether civilian cutbacks will 
be small, moderate, large or virtually complete. 


The Essentiality Factor 


This will mean a relatively sheltered position for 
high priority industries such as machine tools, rail- 
road and industrial equipment, agricultural ma- 
chinery and many others, and a rather doubtful 
position for manufacturers of clocks and watches, 
toys, jewelry, musical instruments, photographic 
items, sporting goods and other non-essential prod- 
ucts. The latter of course can always apply for war 
contracts, some may in fact have no other choice, 
for ultimately industrial factilities will be subject 
to “draft” just as men and materials. But it might 
mean, in some cases, not only a costly conversion 
but generally less satisfactory earnings results. 

Once transitional troubles are overcome, most 
elements in the outlook favor continuation of high 
level production for an indefinite period, certainly 
for the rest of this year and beyond. On basis of 
present plans, the rearmament program should 
reach its peak in 1952 and taper off after that. 
Everything of course depends on further develop- 
ments in the international situation. All-out mobili- 
zation, as in the event of total war, would probably 
take some 40% of the nation’s output; the stepped 
up arms effort as currently envisaged may take a 
20% bite. While the latter figure may not look im- 
pressive to some, it will nevertheless be incisive. And 
resultant materials shortages may be intensified 
with realization of a global plan for sharing raw 
materials with our allies, a scheme reportedly in 
the works. 

While the Federal Reserve Board Index of indus- 
trial production in December stood at around 215, 
it is estimated that the average for 1951 should 
come to at least 220. Considering the probability 
of a transitional dip or plateau, this would mean 
that towards the latter part of 1951, with the arms 
effort in full swing, the index should be somewhere 
between 240 and 250, or close to the 1943 peak of 
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Balance Sheet of Factors At Work 





UNFAVORABLE FACTORS 


MOBILIZATION—The deterioration of the international situa- 
tion, with the possibility of total war which cannot be 
entirely ignored, introduces serious new hazards, the poten- 
tial impacts of which are difficult to evaluate or anticipate. 
On future developments on the military and diplomatic 
fronts will depend the size and speed of the rearmament 
effort, the restrictions that will accompany it, the extent 
of shortages and general economic upsets—in short, whether 
we shall have an all-out war economy or whether we shall 
undertake a less total effort. 


CONTROLS—The tightening grip of controls will be increas- 
ingly felt in 1951, taking the form of reduction of sup- 
plies as well as curtailment of demand in order to bring 
about the shift of men and materials from peace-time to 
war work. In the course of this changeover, friction and un- 
settlement cannot wholly be avoided, but since change- 
overs will not all come simultaneously, transition should be 
relatively smooth. A full harness of controls including man- 
datory wage, price and manpower controls, will eventually 
be imposed with widespread repercussions. Cutbacks of 
critical materials are bound to prove increasingly upsetting, 
with the prospect of a complete end-use ban in certain 
non-essential industries. 


TAXES—will become much stiffer, on both individual and 
corporate incomes, and excise taxes will be imposed in 
growing numbers to bring in much needed revenues as well 
as to throttle civilian buying so as to hold down the infla- 
tionary spiral. 


INFLATION—will not be readily halted in view of sizable 
budget deficits ahead and delay or reluctance in instituting 
needed fiscal or financial measures, and mandatory price 
controls, to counter-act upward pressure on prices. As a 
result, prices will move higher throughout the year even 
though ceilings will finally be imposed. In view of the cur- 
rent strengthening of the inflationary forces already exist- 
ing, combating inflation will become the most important, 
and most difficult task. 


LIVING COSTS—already back at the 1948 peak level, will 
tend further upwards. Recent rises of materials prices have 
not yet been fully carried down to wholesale and retail 
levels. Current estimates figure on an advance in general 
living costs ranging from 5% to 10% in 1951. 


LABOR DEMANDS—far from subsiding, will be stimulated by 
failure to halt price inflation, particularly if further wage 
boosts must be granted automatically under cost-of-living 
clauses in union contracts. Labor’s attitude will be an impor- 
ant—if highly uncertain—factor in the successful tackling of 
the inflation problem. 


DURABLE GOODS-—the record output of which has been one 
of the main props of the postwar boom, are in for sharp 
contraction resulting from cutbacks of needed materials 
and credit curtailment. While eventually there will be 
compensation in form of arms orders, any lag will create 
temporary unemployment and declining profits. Smaller com- 
panies unable to handle war contracts may have a difficult 
time to stay in business—all indicative of the hazards as 
well as opportunities of a war economy. Auto and appli- 
ance output by mid-year may be down fully one-half. 


BUILDING—another outstanding support of the postwar 
boom, should gradually recede over the year ahead, with 
residential housing starts probably halved. But the decline 
in overall construction activity should be considerably less, 
perhaps no more than 20%, because of an offsetting spurt 
in industrial and defense-type construction. 





FAVORABLE FACTORS 


DEFENSE SPENDING—With military appropriations approach- 
ing the $75 billion mark and tending higher in the months 

head, arms spending will b the biggest factor in the 
business outlook, assuring sustained production at boom 
levels after an expected mild transitional dip in early 
Spring. While such spending is not constructive in itself, 
particularly if it takes the form of deficit spending, it is 
bound to remove any doubt about the general trend of 
business in the next few years and will keep the economy 
prosperous despite numerous restrictive influences inherent 
in the war effort. 





PURCHASING POWER—will remain high and tend higher, in 
terms of dollars rather than in terms of lower prices which 
are not in the cards. C will be at record 
levels because of full employment at high and rising wage 
rates, and a renewed upsurge in farm income due to the 
lifting of crop restrictions and high prices for farm prod- 
ucts. Total personal incomes, currently at an annual rate of 
$230 billion, may well reach $250 billion in 1951. 


CONSUMER SPENDING—should reflect peak incomes despite 
shortages and credit curbs, higher taxes and other counter- 
factors. The dollar volume of retail sales, estimated at $140 
billion in 1950, this year should rise moderately because 
of higher prices though unit sales may decline. Greater 
spending for soft goods should compensate for the dwind- 
ling supply of hard goods. 





CIVILIAN SUPPLY—Despite mounting military requirements, 
there should remain an ample supply of civilian goods to 
meet most needs, and cope with all essential needs. Cus- 
tomers will be in a buying mood, with plenty of money 
to spend. 


EMPLOYMENT—may experience a mild transitional dip in 
early 1951 but should quickly rebound to peak levels virtu- 
ally eliminating all but minor frictional unemployment. 
The manpower pinch will be increasingly felt as the year 
progresses. 


BUSINESS SPENDING—Outlays for plant and equipment will 
rise under expansion programs for industrial mobilization. 
Accelerated amortization will strengthen this trend, intensi- 
fying the boom in capital goods industries. Total business 
spending this year may reach $22 billion compared with 
$18 billion in 1950. Only all-out war would interrupt ex- 
pansion plans, which meanwhile are counted on to ease 
eventually the rigors of mobilization. 


FOREIGN TRADE—will continue at high levels, at the new 
pattern of rising imports and declining exports (except 
arms exports). 1951 will likely see complete elimination 
of the dollar gap, obviating any further need of economic 
aid to foreign countries. 


FINANCIAL SOUNDNESS—Business finances generally are 
sound and free of strain, with the accent on liquidity, thus 
forming a healthy basis for an active defense economy. 
While capital needs may rise as result of industrial expan- 
sion and mounting working capital needs, liquid reserves 
are generally ample for most purposes. Together with ready 
availability of credit, this should point to relatively limited 
resort to new financing, or unduly restrictive dividend 
policies. 


FAIR DEAL POLICIES—are not likely to flourish in a defence 
environment. This means little or no chance for extreme 
welfare state measures, for one-sided farm and labor 
legislation, for excessive subsidies and untrammeled Gov- 
er g for non-essentials generally. Trust bust- 
ing and the anti- g hould recede into the 
background, freeing ieintey for | immense production task 
ahead. 


CORPORATE PROFITS—though lower because of the impact of 
higher taxes and production shifts, will generally remain 
high, particularly in industries favored by present condi- 
tions. Sharp cross-currents must however be anticipated. 
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By GEORGE W. MATHIS 
PART | 


W itn rapid recovery from the 1949 recession 
continuing unabated through 1950, the latter has 
been one of the outstanding years of prosperity in 
the nation’s history, producing new peace-time 
records in virtually every sector of the economy. In- 
dustrial production, corporate earnings, wages and 
dividends reached new highs and though rising 
taxes and a sharp advance in living costs have lat- 
terly cast a shadow over these achievements, they 
nevertheless can hardly detract from them. 

If at times it seemed, that a slowing of the boom 
might be just around the corner, that corner was 
never reached. From mid-1950 through the year- 
end, business and consumer demand climbed stead- 
ily, motivated in large part by widespread anticipa- 
tion of the probable direct and indirect effects of the 
war in Korea and the developing arms program. 
While more recently, these anticipating factors were 
apparently declining somewhat in relative impor- 
tance, the initial impacts of the rearming and of 
accompanying controls and regulations were rapidly 
assuming a more dominant role over economic acti- 
vity. As might be expected in a period of mobiliza- 
tion and transition from peaceful pursuits to an 
overriding emphasis upon defense, problems of ad- 
justments and reorientation have now begun to loom 
larger, shortages are developing, and the selective 
effects of transition are increasingly experienced. 

The dual drive for greater defense production and 
for control of inflation is now entering its major 
phase with the more immediate outlook hinging im- 
portantly on the smoothness of the shift to a semi- 
war economy. Mobilization does not assure an eco- 
nomic boom without sacrifices, temporary upsets, 
the need for readjustments and—as far as the indi- 
vidual is concerned—a growing degree of austerity. 

As far as industry is concerned, sharp variations 
loom in the tempo and degree of shifts to defense 
output to be made. Meanwhile the timing and flow 
of Government expenditures, inroads of arms pro- 
duction upon civilian supplies and the success of 
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Which Industries Offer 
Best Prospects for 1951? 





moves to keep the economy on an even keel are in- 
extrically woven together in the pattern now being 
shaped for the nation. Industry knows that it can 
do the production job ahead, but before it can do it, 
it must get ready and prepare for it. Moreover, the 
progress of conversion will vary sharply, depending 
on the impact of materials shortages and the speed 
with which war contracts are awarded. All of which 
will produce numerous cross-currents. 

Thus the new year will be quite different from any 
other in that it will be a period in which a fully 
developed peace-time economy will gradually and 
progressively give away to the needs of the armed 
services. Because of the prospect of divergent trends 
and varying problems, important not only from a 
business standpoint but also from the investor view- 
point, it is advisable to examine just what our lead- 
ing industries may expect in the months ahead. 

It stands to.reason that the general outlook pic- 
ture painted in the preceding article is necessarily 
subject to qualifications to meet specific industry 
situations, and this will be brought out in our more 
detailed appraisals. These are offered in two parts 
—Part I to follow immediately below, while Part II 
will be presented in the next issue. 


STEEL INDUSTRY—Steel, major industrial raw ma- 
terial in peace and war, was in tight supply through- 
out 1950 and will get tighter as the war effort ex- 
pands, posing numerous problems for steel consum- 
ers. As far as the steel industry itself is concerned, 
no departure from all-out capacity production is 
possibly indicated, barring unforeseen trouble. 
Throughout last year, the industry made a prodi- 
gious effort to supply the nation’s needs, with output 
totalling approximately 97 million tons, or about 
7.5 million tons more than in any previous year. In 
1951, the industry is ready to meet fully the produc- 
tion challenge presented to it. The industry has the 
capacity and the skill to produce whatever is needed 
for defense, with a generous tonnage left over for 
civilian purposes, and it is building additional ca- 
pacity more rapidly than ever before in its history. 

Based on announced plans, steel companies by the 
end of 1952 will have capacity to produce 22% more 
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steel than at the peak of the World War II produc- 
tion effort, when the U.S. was sending steel all over 
the world. The record increase in capacity started 
from a total of 91.2 million tons in 1947 and is 
planned to raise it to 110 million tons by the end of 
1952. Even that might be exceeded as companies 
extend their plans, as they likely will. Meanwhile, 
by the middle of 1950, annual capacity had passed 
the 100 million ton mark and output in recent weeks 
topped an annual rate of 103 million tons. 


Facing Greatest Production Year 


The industry thus is set for the greatest produc- 
tion year, with an at least 5% enlargement of 
capacity and perhaps a 7% increase in output over 
1950 figures indicated. Schedules for the current 
year call for the construction of some four million 
tons of additional capacity before the end of Decem- 
ber. This is considerably more than went for direct 
military purposes in 1950. While the proportion is 
going up, it is not expected to be large in relation to 
total output until about mid-year when military 
orders are estimated to require up to twelve million 
tons. Subsequent military needs depend on the 
progress of the arms program, then presumably 
swinging into high gear. 

This tentative projection is based on an economy 
short of total war. If the latter should eventuate, it 
is fundamental that the entire steel supply will be 
at the disposal of the Government, with civilian 
production getting only what can be spared from an 
all-out war effort. While this might bea substantial 
tonnage, it would nevertheless imply a severe pinch 
all around. In fact, even under defense conditions, a 
painful pinch is hardly avoidable. | 

Steel makers have been realizing peak earnings 
in 1950 and future prospects appear favorable de- 
spite higher taxes. Profit margins are being well 
maintained despite higher costs. Considerable ope- 
rating efficiencies have resulted from the heavy steel 
demand which permitted long production runs and 
a better paying products mix. Thus while 1951 
earnings will be lower than last year’s, they should 
still be exceptional. Dividends are likely to remain 
conservative, however, because of 
capital needs for the accelerated ex- 
pansion program which may tend to 
overstate the prospective decline in 
reported earnings because of sub- 
stantial write-offs under accelerated 
amortization. 

Generally, most steel companies 
are in better position to face price 
controls and excess profits taxes 
than was the case in World War II. 
Present prices, unlikely to be rolled 
back, are fairly realistic in relation 
to costs. And excellent postwar 
earnings furnish a rather high EPT 
exemption base. On an _ invested 
capital basis, too, exemptions will 
be large because of heavy postwar 
outlays for expansion and improve- 
ments. In most cases, 1950 divi- 
dends will be more than adequately 
covered by prospective 1951 earn- 
ings after EPT as foreseen in the 
recently enacted tax law. In short, 
both from a demand and earnings 
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standpoint, steels appear in good position under 
whatever conditions may lie ahead, and currently 
obtainable substantial yields are hardly threatened. 


AUTOMOBILE INDUSTRY—Apart from materials 
shortages, auto makers had no complaints in 1950— 
a banner year by any standard. But after this 
bustling period which set all-time records in produc- 
tion, selling, profits and dividends for all but the 
marginal companies, the industry is slated to shift 
into low speed, snagged by materials cutbacks, price 
rollbacks and an exasperating slowness in the de- 
velopment of compensating defense orders. 

Last year production was up fully 30% in the 
passenger car field, with unit output aggregating 
6,672,700 vehicles. Truck and bus production gained 
18% for a total of 1,343,050 units but this was 215% 
below the record total produced in 1948. Total out- 
put of all vehicles last year was 8,015,760 units or 
28% above 1949. 

What about 1951, with prospects obscured by de- 
fense impacts? Metal and parts shortages already 
have caused numerous production cutbacks, rang- 
ing from 20% to 35%, and transitional disemploy- 
ment is rising rapidly. Clearly, permanently lower 
production levels lie ahead but the exact answer 
must come from Washington. Being among the top 
users of materials already slated for cutbacks, com- 
pany managements have lowered their sights and 
set production schedules on a flexible basis. It is 
estimated, however tentatively, that 1951 output 
may have to be halved, thus may come to no more 
than four million units. 


Will Eventually Again Become Heavy Arms Supplier 


With prices for the time being at least frozen by 
governmental edict, this definitely points to lower 
earnings until defense orders come through in more 
substantial volume. Eventually of course, the auto- 
motive industry, leading war producer during 
World War II, expects again to supply a heavy 
volume of requirements under the rearmament pro- 
gram, but this may take time. 

There have been predictions that in spite of all 
the difficulties, first quarter production may go as 
high as two million units but this 
is far from assured. In fact it seems 
rather unlikely in the light of latest 
:]| developments. Moreover, credit 
curbs may render sale of such out- 
put difficult unless intensification of 
‘the war crisis places a sudden 
premium on the industry’s output— 
unless scare buying is resumed. 
From a_ production standpoint 
alone, the industry faces a rather 
unsettled transition period barring 
far greater acceleration of 
military procurement. 

But the outlook is not all 
gloomy, for the transition 
period should be relatively 
short and with the aid of 
forthcoming military orders, 
profits should recover to 
fairly good, though below 
recent exceptional levels. 
Truck producers are well 
situated from a conversion 
standpoint and combined 
military and civilian busi- 
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ness points to satisfactory earnings even after 
heavier taxes. Because of substantial postwar earn- 
ings, the tax position of the leaders in the field as 
well as some of the runners-up, is fairly favorable. 

Of great immediate concern is the indicated de- 
terioration in profit margins due to rising materials 
costs, higher wages, pegged prices, and rising break- 
even points as production volume recedes. Except 
where suitable surplus plant capacity is available, 
passenger car makers face conversion delays and 
expenses, and military business will be subject to 
profit limitations. Future earnings thus are difficult 
to project though they might eventually rebound to 
fairly substantial levels measured by all but recent 
standards. The outlook for maintenance of dividends 
is more conjectural; current high yield rates rang- 
ing up to 12% plainly reflect investor uncertainty 
in this respect. This applies to Chrysler and General 
Motors as well as to marginal companies. 


BUILDING CONSTRUCTION—An example that cut- 
offs are not likely to be precipitous in all lines is 
furnished by the building industry which, though 
affected by restrictions on housing credit, will con- 
tinue active in many kinds of non-residential con- 
struction. Residential building is expected to drop 
some 35% this year, yet the drop in total construc- 
tion activity is estimated at no more than 20% due 
to an anticipated rise in industrial and defense-type 
construction. Home building still has considerable 
momentum with new starts as late as October at 
103,000, still large by any measure. New residential 
contracts awarded in the same month were 6% 
above last year, and in the first half of November 
18% higher. 

This assures a substantial level of activity despite 
curtailment of mortgage credit. Moreover, there 
have been heavy forward commitments on new 
mortgages by lending institutions prior to the effec- 
tive date of Regulation X. Any material cutback in 
private building over the nearer term thus will stem 
from material shortages rather than dearth of mort- 


Residential building will be sharply fower this year but an upsurge in industrial and defense- 
the downtrend in overall building activity. 


type constructon should greatly moderate 
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gage money. Manpower shortages may also enter 
the picture in some areas. 

As far as home building is concerned, even the 
anticipated lesser volume, estimated at around 800,- 
000 housing starts in 1951 compared with the 1950 
peak of 1.3 million, should afford a healthy nucleus 
for the building industry. Together with a substan- 
tial volume of industrial and defense construction, 
it should mean a fairly good year—with some 
branches, especially those likely to be engaged in 
defense work, probably quite busy. The Administra- 
tion plans a $1 billion program for housing in cer- 
tain defense areas and there will probably be con- 
siderable construction of cantonments. Business out- 
lays for new plants will be high, and so will 
expenditures for highways, hospitals, office and com- 
mercial buildings, though new and more drastic con- 
trols could reduce volume in some of the latter cate- 
gories. Altogether, new construction outlays in 1951 
plus expenditures for modernization and repairs are 
projected 10% to 15% below the $27 billion esti- 
mated for 1950, of which a record $12.3 billion went 
for residential construction. 

Nevertheless, pre-tax earnings of building ma- 
terials producers, because of higher costs and the 
leverage effect of lower sales, may decline 20% to 
25% except those of cement companies which should 
recede no more than about 5%. Because of higher 
taxes, net income may drop more sharply although 
most companies are in a fairly sheltered position 
under EPT, but there are exceptions where dividends 
will not be entirely safe. Selectivity in commitments 
will therefore be in order. On the other hand, market 
appraisal of building stocks during the 1950 boom 
period has been conservative because of doubt re- 
garding its continuance. Present prices therefore 
probably go far in discounting the prospective near- 
term decline in earnings. 


CHEMICAL INDUSTRY—As suppliers of basic or vital 
materials to virtually every industry, chemical man- 
ufacturers are not likely to lack business in an arms 
economy. Not only will they be able to 
maintain in 1951 the record high levels 
of production registered last year but 
they may exceed them as new facilities 
come into operation. With the arms pro- 
gram moving at greater speed, the out- 
look is for mounting pressure on sup- 
plies in almost all chemical lines, and for 
more and much tighter controls. Pres- 
sure of demand is already such as to 
have brought with it some supply prob- 
lems of growing seriousness, stemming 
both from raw materials shortages in 
certain instances and insufficient pro- 
cessing capacity in others. Thus while 
the industry ended last year in a strong 
and active position, extensive develop- 
ment work is planned for the year ahear. 

Historically, chemical production has 
always soared in wartime and this is 
again being proved by increasing diver- 
sion of basic chemicals for production of 
synthetic rubber, explosives and propel- 
lants, plus heavy military requirements 
of various specialties on top of an al- 
ready high civilian demand. The indus- 
try as it stands can handle its war orders 
without any great amount of retooling 
and such (Please turn to page 412) 
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CHEMICAL PRODUCTION CONSTRUCTION ACTIVITY 
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Happening in 
W ashington 


LEGISLATIVE OUTLOOK 





By E. K. T. 


RUMOR SEASON is in full swing in Washington. 
Latest one qualifies as mass production, involving as 
it does many personalities. And it comes from a top 
source; a source noted for manufacture of “trial 
balloons” designed to test public reaction and usu- 





WASHINGTON SEES: 


In any forecast of what the new congress will 
do in the line of cooperation with President Tru- 
man, a basic fact to be kept in mind is that the 
White House program for the next two years will 
be concerned with the problems of defense or, 
conceivably, ones of greater magnitude, and 
there is no alternative to the demands for united 
action. 

There will be acrimonious exchanges over Penn- 
sylvania Avenue but playing obvious politics with 
legislation will be a hazardous venture which 
neither the lawmakers nor the Chief Executive can 
afford to chance. 

The foreign policy will be determined by the 
White House and the State Department with little 
chance for congress to intervene because little or 
no legislation will be required; and when it comes 
to appropriations bills for that area of operation, 
Mr. Truman will just about write his own ticket. 

Expansion of the Selective Service Act with, 
probably, some sort of universal military training, 
will be enacted without tinge of political partisan- 
ship; in fact there is no political capital to be 
gained there. Congress has passed, or will pass, 
such basic legislation as is needed for industrial 
and manpower mobilization, for controls over the 
national economy, and for materiel procurement. 
But the Administration will spell out the details, 
handle the enforcement, take the blame. 

Organized labor will get exactly nowhere 
legislatively. Neither will the forces of socialized 
medicine. These and related “reform” movements 
are casualties of the emergency times, won’t 
achieve the status of controversies involving the 
White House and the congress. 
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ally burying the one serious proposition in a mass 
of others. On that basis, one, and probably not more 
than one, could come out of this semi-officially en- 
couraged report of planned personnel changes: Dean 
Acheson to re-enter law practice, succeeded as State 
Secretary by Chief Justice Vinson; Justice Hugo 
Black to become chief justice; J. Howard McGrath 
for the Supreme Court bench with Clark Clifford 
in as attorney general. 


PENCILS are flying over pads in the office of Price 
Administrator Michael Di Salle. In the mass of 
statistics, the one which interests Di Salle’s staff 
most is December retail sales, highest in history 
although scare buying has ceased. And there is no 
sign of a decrease in consumer incomes; fact is, that 
more money will be flowing into pay envelopes as 
the defense program passes from the draftsman’s 
board to the production line. This, the NPA eco- 
nomists take to mean that the thinning supplies of 
“searce” goods will plummet, intensify the compe- 
tition for what is left, accelerate inflation. Recom- 
mended solution is “cut corners for earlier price 
ceilings.” 

PROHIBITION against hoarding of scarce materials 
has been effective since the National Production Act 
was passed but evidence of violation has been so 
convincing that a “reminder” has been issued. This 
is important, trade and industry representatives be- 
lieve, not only because of its effect upon the imme- 
diate problems, but more so because it hints a stop- 
gap method, a bridge between voluntary and com- 
pulsory enforcement of NHA policies, an expression 
of hope that the law will be obeyed without the 
necessity of sanctions. Listed in the anti-hoarding 
order (NPA Notice 1) are about 100 items, ranging 
from chemicals to metals to paper to hog bristles. 


FARM BELT congressmen are hearing from their con- 
stituents: who say they are facing an impossible 
situation—a demand for greater-than ever food pro- 
duction at a time when farm machinery will be 
scarce, might even go off the market if federal con- 
trols siphon off essential metals. War materiel and 
farm equipment are close competitors not only for 
metals, but also for the mechanics and machinists 
for production, and plant in which to build. 
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One reason National Production Authority action 
is slow may be found in the fact that this agency, whose 
decisions will affect the detailed operations all the way 
from mammoth industries down to the smallest kitchen, has 
only 750 employees. That will be corrected soon. The 
announced goal, to be reached by Sept. 1, 1951, is 11,000 
payrollers. The employment program is considered very 
much on the conservative side, obviously must be enlarged. 
In World War 2, War Production Board had almost twice that 
number of workers. 





























Regionalizing of the work has moved slowly. 
Fifty field offices of the Department of Commerce, all of 
them small, have taken the NPA load on and already are 
Staggering under the burden, looking for larger quarters, 
more staffers. The government is grabbing up stenographers, 
industrial specialists, conservation engineers as fast 
as they can be located. As expected, many bureaus will go 
on longer work-week, at least until civilian recruitments 
approximate the needs. 


And the White House will be first to authorize puncturing of the wage ceilings 
which the President has expressed hope might become fixed at current levels pending the 
issuance of orders. Mr. Truman had established 150 as the number of federal administrative 
jobs in the $11,200-$14,000 pay level. Agencies had asked for more than 500. Soon 
they'll get the go-ahead signal, boost the pay of some who have been threatening to quit, 
take in Some others. Difficulty has been found getting qualified personnel from some of 
the new bureaus, Office of Defense Mobilization and Office of Civilian Defense, to 
name two. 















































Civilian planes are likely to keep flying in this period of emergency. They 
almost found themselves grounded in World War 2, to save fuel, materiel and manpower; 
then it was shown to the government they could perform an essential function, efficiently. 
Training. In the available armada are 65,000 craft at 5,000 flying fields. The small 
planes would be especially serviceable in the event of atomic bombing, say the part-time 
fliers; blocked highways, destroyed bridges, railroad stoppages would not stand in the 
way of evacuations. Transport planes would have their limitations for this work, due to 
the amount of landing space required. The small craft could go through. 





























What might sound like planned dramatics a decade ago, today is simply recog- 
nition of reality. For instance, small planes could be first on the scene in remote areas 
where huge air strips have been destroyed or clogged. Messages and supplies would be 
dropped ; loud speakers could calm, direct, the populace from the air; spraying for 
decontamination made comparatively easy. Other advantages: carrying bombs to break up 
U-Boat blockades; border patrol; radar network tests}; towing targets; pre-induction 
training for pilots and ground crews. And only three per cent of the licensed private 
pilots are of military age today, CAB records dislcose. 


Determined effort will be made in the new congress to reinstate the house rules 
committee in the role of czar with power to veto committee-passed bills by denying thema 
place on the calendar. That roadblock was levelled only one year ago. Now, the chairman 
of a committee may call up a bill on the floor if the rules committee has not placed it on 
the calendar within 21 days after it is reported; in the past the committee could pigeonhole 
it indefinitely. The committee is under the nominal chairmanship of liberal Adolph Sabath 
of Illinois. Actually it is conservative-controlled -- Cox of Georgia, Smith of Virginia, 
Colmer of Mississippi, Allen of Illinois, Brown of Ohio. 


Bills the committee was "sitting on" but which reached the floor through threat 
of invocation of the 2l-day rule included the minimum wage law, social Security amend- 
ments, the housing act, statehood for Hawaii and Alaska, United States contributions to 
UN, the National Science Bill. Joined in the fight to revert to the old method are two 
strange political bed-fellows, Dixiecrat Leader Eugene Cox, and Republican Leader 
Joseph W. Martin. 
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of action. It banned the interstate shipment of slot machines (principal opponent of the 
bill, Senator George Malone of Nevada, a mining engineer, says he has legal advice that the 
to the antitrust law barring corporate assumption of assets of a competitor under condi- 
tions that might lead to monopoly or lessen competition; extended rent control to March 
31, 1951, and paved the way for further extension or even enlargement of the principle; 
provided aid to Tito under a measure which, sponsors say, will be a blow to communism's 
spread; and it enacted an excess profits tax. 

















The levy against "defense swollen profits" was a compromise. Before the 
Korean situation went "all out" the prospect was no bill at all -- it would be laid over 
to the new session. Congress worked harder than usual on this one, strong blocs were as 
far apart as the poles but they came together. Fruit of conscientious effort was found in 
provision to take care of hardship cases, to keep within bounds of reason as the solons 
saw it. The enactment was short of what President Truman envisioned, in amount of revenue 
(3.5 billions against 4 billions asked) ; and it veered from the proposed method to the 
extent that 600 millions are to come not from excess profits tax but from an increased ratal 
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Congress recognized that the new, abnormal profits of corporate enterprise do 
not hold forth the possibility of meeting the costs of defense, or even its great bulk. 
That opinion pervades and is likely to be reflected in later tax bills -- and there will, 
of course, be later ones. They will not be confiscatory, but they will be hard. 
Outlook is more levies against corporations, across-the-board, hitting all rather than a 
specially selected group, not measured solely by economic strength. 




















Plan of the President's Water Resources Policy Committee is sweeping in scope, 
points the way to conservation of the commodity which could spell the difference between 
hunger and abundance, involves little or no added costs -- and probably never will 
materialize! Capitol Hill will frown on the idea (which springs largely froma report of 
the Hoover Commission on Government Organization) for the simple reason that it would 
Substitute a scientific approach for the "pork barrel" political one. Congressional 
elections have been won on the basis of a legislator's ability to bring about a community 
or regional benefit without regard to its relationship to a national scheme. 












































The Army Engineer Corps and the Bureau of Reclamation have been active in the 
field of water development, creating the spectacle of a fierce rivalry for authority and 
money, each to follow its own predilections as to what's best. Many of the pending 
"valley authority" programs before congress consider conservation, domestic needs, 
flood control and the like to be secondary, view public power projects of uppermost 
importance. The Policy Committee relegates "little IVA's" to the area of things to be 
done only if, and when, there is emergent need for more power. 






































Quiz program question which most of the experts would miss is: how many bills 
did the 8lst Congress enact before going out of business this month? Filibusters running 
around the clock, newspaper day-to-day stories on the progress of a single measure, and 
rejections after long and bitter debate, create the impression that the grist of the 
legislative mill is of very limited quantity. Actually, more than 2,000 bills were passed. 
More than one-half concerned individuals and groups rather than the general public -- 
"private laws." But almost 1,000 are statutes applicable to all, added to many thousands 
of others in the great body of law which "every one is presumed to know." 






































Workers in Federal departments may soon have to Stay on their jobs for longer 
hours, if Administration plans now under study are approved. Already a number of govern- 
ment employees have been forced to lengthen their work week, some to 44 hours, but soon 
it seems likely that pressure of defense activities may expand the number to around two 
million persons. Fully two months ago, the FBI was first of the Departments to increase 


time worked at the office, and soon after 1600 employees of the State Department also 
started a 44 hour week. 
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 * the second time in less than ten years, 
the American Continent, the ‘‘New World,” may be 
called upon to perform the high duty of becoming 
the core of resistance in case of an attack upon the 
Western World. 

The thousands of miles of ocean that separate the 
Western Hemisphere “island” from the Eurasian 
land mass (except, of course, in the Northwest where 
Alaska approaches Siberia) are likely to prove to 
be a great asset once more. Except for aerial attacks, 
these wide belts of water render the New World 
practically immune against invasion, provided there 
is a strong navy and airfleet to repel the enemy, and 
provided the Western Hemisphere countries are 
united against international communism. 

But the Western Hemisphere need not be only a 
bastion of refuge for the Western World. As the last 
war showed, its resources are large enough, if 
properly developed, and if combined with the re- 
sources of other outlaying areas such as Australia, 
South Africa, and possibly even Great Britain and 
Japan, to permit the Western World to mount an 
offensive and to challenge any bid for world domina- 
~~ even if Continental Europe should be temporar- 
ily lost. 

However, even if a Third World War should not 
materialize, the developing of the Western Hemis- 
phere into a self-sufficient entity as a precaution 
against communist aggression might be good eco- 
nomic and political statesmanship. To begin with, a 
fuller development of Canadian and Latin American 
natural resources reduces the drain on our own, none 
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WESTERN HEMISPHERE 
a Help Our Defense Effort? 





By V. L. HOROTH 


too plentiful after two exhaustive wars when it 
comes to iron ore, ferro-alloys, non-ferrous metals 
such as copper and lead, petroleum, and even timber. 
The nearness and the possibility of over-land trans- 
portation might prove another asset in both peace 
and war. 

Furthermore, the economic development of Latin 
American nations, including industrial diversifica- 
tion, and the improvement of agricultural techniques 
and public health would bring them prosperity and 
economic stability. This is an important considera- 
tion in the countries where economic instability has 
always been a cause of political instability. By mak- 
ing Latin America prosperous, we would prevent it 
from falling victim to international communism. 

In developing the Western Hemisphere into a self- 
contained bastion of the Western World, there is the 
World War II experience to draw upon. As some 
readers will remember, the first problem that arose 
was to bail out those Latin American countries, like 
Argentina, Brazil, and Uruguay, which lost their 
natural markets with the collapse of Western Europe. 

Some of the organizations which proved extreme- 
ly helpful later on and which still exist were founded 
in that period: the Inter-American Development 
Commission, the Inter-American Financial and Eco- 
nomic Advisory Committee, and the Inter-American 
Coffee Convention. Other projects, such as the Inter- 
American Bank, have never materialized, but the 
U. S. Treasury advanced stabilization credits to sev- 
eral Republics. 
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The period of more intensive collaboration and 
development began with our entry into the war. The 
United States and Canada became, for all practical 
purposes, one economy, and the two countries were 
drawing freely on each other’s resources in carry- 
ing out their respective war programs which were 
co-ordinated. Efforts were also made to replace by 
Canadian production such European products as 
newsprint, paper, special machinery and chemicals, 
the production of which was transferred to Canada 
from Great Britain. 


Latin American Economic Integration 


As for Latin America, the economic integration 
proceeded in two directions: (1) the development of 
products the access to which was lost by the Japan- 
ese occupation of Southeastern Asia—rubber, tin, 
quinine, vegetable oils, manganese, tungsten, chrome 
ore, and antimony. (2) To alleviate hardships cre- 
ated by the closing of Western Europe and by our 
pre-occupation with war, new industries were en- 
couraged in Latin America with the aid of our loans 
and industrial equipment. In some instances, whole 
plants were shipped to Latin America. Also, Canada 
and Latin America were allocated a share of our 
production. This included steel and steel products, 
machinery, textiles, paper, dye-stuffs, medicinals, 
and industrial chemicals. 

As a result of these wartime developments, our 
trade with Canada nearly quadrupled in value as 
compared with the pre-World War II days, and our 
trade with Latin America nearly trebled by 1945. In 
that year, some 67 per cent of our imports came 
from the various Western Hemisphere countries. In 
turn, we supplied in 1945 some 70 per cent of Can- 
adian imports and nearly 60 per cent of Latin Amer- 
ican imports. 

But by far the greatest relative expansion was in 
the trade among the Latin American countries them- 
selves. In 1944, intra-Latin American imports ac- 
counted for about 27 per cent of the total Latin 
American imports. Argentine dairy products and 
electrical supplies were marketed in the Caribbean; 
Ecuadorean rice fed Cuba and Puerto Rico, Argen- 
tina used Venezuelan petroleum products, and 
Brazilian and Mexican textiles found markets in the 
neighboring countries. 

With the Second World War over, the efforts to 
build up the Western Hemisphere into a more or less 
self-contained economy came to end. We began to 
increase our purchases from Southeastern Asia and 
the Far East, and Latin America resumed her trade 
relations with Western Europe. 


What Happened in Postwar 


But to alleviate postwar readjustments, some of 
the wartime projects aimed to increase the produc- 
tive capacity of individual Latin American countries 
were continued with the funds provided by the 
Export-Import Bank and later by the International 
Bank. Moreover, Latin American countries them- 
selves spent some of the wartime accumulated gold 
and dollars on the modernization of industries and 
the development of transportation facilities—though 
not as much as they could have spent. 

As a result of these developments, Mexico, for 
example, has not only diversified, but increased her 
industrial capacity by nearly 50 per cent as com- 
pared with the pre-World War II days. There are 
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scores of American branch factories now operating 
in the country, and more are coming in. Not only is 
Mexico much more industrially self-sufficient than 
ever before, but it could probably supply substan- 
tial amounts of manufactured goods such as textiles, 
rubber products, and chemicals to the neighboring 
countries. Under the Aleman administration—one of 
the best that Mexico has had, several thousands of 
miles of new highways and railways have opened 
up for the exploitation of new, potentially rich, areas 
such as Yucatan and the State of Chiapas. Petro- 
leum, cotton, coffee and hard fiber production is being 
expanded. 

Central American and the Caribbean countries are 
centering on the diversification and the expansion 
of food production. Some of them have become self- 
sufficient in rice, the chief staple. The cultivation of 
insecticides, oil-bearing nuts, and various textile 
fibers is also being encouraged. In El Salvador, the 
Lempa River Valley electrification project was 
launched. 

Similarly, Chile and Uruguay are concentrating 
on water-power development to provide fuel and 
energy for the growing list of their industries. Chile, 
which has now a small steel mill, is building a plant 
for wire products. Peru is likewise pushing the 
hydro-electrical power development, largely on the 
Salta River. She, too, will have a small mill. More 
important, however, are the Peruvian and Bolivian 
efforts to open up the “montana” regions—the east- 
ern slopes of the Andes, rich in petroleum and highly 
suitable for cultivation of tropical crops. New high- 
ways and railways in these regions are nearing 
completion. 


Colombia and Venezuela 


Colombia has been chiefly interested in modern- 
ization of her many industries, and in improving 
communication facilities among individual sections 
of the country. Venezuela has been the locale of some 
of the most phenomenal developments in Latin 
America during the past decade. During this period, 
her petroleum production expanded nearly 214 times. 
It is now more than twice as large as the petroleum 
output of the whole Soviet-controlled orbit. Huge 
deposits of rich iron ore were discovered and are 
already in the process of development. The first small 
shipments are to be made this year. Venezuela is also 
considering the establishment of a small steel mill. 

Like Colombia, Brazil has been busy with the 
modernization of her industries, particularly the 
textile industry. She is also promoting a further 
expansion of steel capacity and the diversification 
of chemical production. Several tens of thousands of 
displaced persons have been settled in the Brazalian 
Southwest, a region suitable for temperate crops. 
More European immigrants could be resettled, if a 
project—far more extensive than our own TVA—for 
the development of the San Francisco River Valley 
materializes. 

As for Argentina, she has been moving rapidly 
under the Peron Administration toward industrial 
self-sufficiency—in fact, too rapidly, at the expense 
of her agricultural and raw material production. If 
cut off again from Western Europe, Argentina 
could probably manage quite well, with some help 
from the United States in the way of specialized 
products. 

It is unquestionably true that modern living and 
modern warfare require increasingly more complex 
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products as well as increasingly more 
complex machinery and equipment to 
produce them. Materials drawn liter- 
ally from all four corners of the earth 
are required. Hence the ideal of com- 
plete self-containment, even for an 
area as vast as the Western Hemis- 
phere, is as much removed from ma- 
terialization than ever before. 


Limited Progress 


However, in so far as the basic 
foodstuffs, the most essential raw ma- 
terials, and the most needed industrial 
machinery and equipment are con- 
cerned, the Americas would unques- 
tionably suffer less inconvenience and 
less annoyance if cut off from the rest 
of the world now, at the beginning of 
the fifth decade of the 20th Century, 
than they did in the 1914-18 or the 
1939-45 periods. 

Among the metals and minerals 
that are produced in insufficient quan- 
tities in the Western Hemisphere, the 
most important is probably tin. The 
minimum annual needs, based on the 
last war’s experience, would be around 
70,000 tons. By working leaner ores, 
Bolivia could possibly supply as much 
as 45,000 tons, while an additional 
5,000 tons could be extracted from 
low-grade ores in Canada, Alaska, 
Peru, and Argentina. 

Among the deficient ferro-alloys, 
the most important is manganese. 
The existing Western Hemisphere 
mines could probably supply some 35 
to 40 per cent of the expanded war- 
time needs. Fortunately, manganese 

















is a fairly common mineral, and the 
requirements could probably be cov- 
ered by working the lower-grade ores 
in Brazil, Cuba, Mexico, Peru, Chile 
and even in the United States, though 
at a considerable cost. Steps have 
already been takn, in view of declin- 








Western Hemisphere Output and U. S. Consumption 
and Self-sufficiency in Certain Mineral Products 
Self-sufficiency 
U. S. con- U.S. Western 
Production sumption alone = Hemisph. 
U.S. Canada ~=s Latin Am. Total Per cent 
Copper (mine—000 tons) 
WRI © caasceceredieencs 708 210 503 1,420 606 117 234 
je eee rete eS 757 217 553 1,527 1,214 62 126 
Lead (smelt.—000 tons) 
LURES Reen ce rene tney 363 162 187 712 655 55 109 
Zinc (smelt.—000 tons) 
1 cL gee ieee Rei eae 714 178 51 943 923 55 102 
Bauxite (000 tons) 
| CRE reat 1,480 4,050 5,530 2,725 54 203 
Manganese ore (000 t.) 
MUREAOTE oses civ cnscexccsie 32 387 387 707 5 55 
I orks eat cassis: 119 245 364 1,538 8 24 
Tin (mine—000 tons) 
pT Ss > eS eee 1 28 29 66 0 44 
| SER EGE ene sD 1 37 38 60 0 63 
Tungsten (mine—000 tons) 
RE oo cscscsssvetsceessh 2.9 ph 3.2 6.6 6.0 48 110 
IIE paresis csscccsca 3.6 mY 4.1 8.4 4.5 80 187 
Chromite (000 tons) 
Li a eee 3.3 oo 118.4 123.2 252.0 1 49 
Cobalt (000 tons) 
[oo een re 29 70 01 1.0 2.52 12 40 
Nickel (000 tons) 
10 pe Rae ae ey ere 9 118.9 11.2 131.0 93.6 1 140 
Antimony (000 tons) 
I aysccccctcenssvexse | Pa — 19.2 20.7 13.8 1 150 
ME cies cos ch ccacaahaceseces 6.0 _ 18.9 24.9 15.5 39 161 
Graphite (000 tons) 
1 ee ROSES SE Vee wees 9.9 2.3 35.3 47.5 20.77 48 229 
Molybdenum (000 tons) 
WARE <0 ices cia siioets eaeea Wa oo a 14.0 12.6 106 11 
Mica (sheet—000 tons) 
| RSET nr a ee 3 ya 1.3 47 5.5 4 85 
Mercury (000 flasks) 
WORSE casissiissnccaciczs 17.7 _ 7.0 24.7 25.2 70 98 
|) 2 SEAN ae eee 14.4 22.4(a) 35.2(a) 72 46.3 31 156 
(a)—Wartime production peak. 
NOTE: The chief Latin American producers of above raw materials: Copper: Mexico, Chile, || 
Peru, Bolivia, Cuba. Lead: Mexico, Peru, Argentina, Bolivia. Zinc: Mexico, Peru Argentina, 
Bolivia. Manganese Ore: Brazil, Mexico, Cuba, Chile, Argentina. Tin: Bolivia, Argentina, 
Canada, Brazil. Tungsten: Bolivia, Brazil, Peru, Mexico. Chromite: Cuba. Mica: Brazil, 
Bauxite: Surinam, Brit. Guiana, Brazil. Cobalt: Bolivia, Chile. Nickel: Cuba. Mica: Brazil, 
Argentina, Peru, Mexico. Antimony: Mexico, Bolivia, Peru. Graphite: Mexico, Brazil. 
|| Molybdenum: Chile, Bolivia, Mexico. Merucry: Peru, Bolivia, Chile. 











ing Russian manganese shipments, to 





expand the production in Brazil, Cuba, 
and Chile. 

Chromite is another important ore (source of 
chromium used in stainless steel production), the 
Western Hemisphere production of which needs to 
be cosiderably expanded. Extensive reserves exist 
in Brazil, but the exploitation must await the devel- 
opment of transportation facilities. Domestic output 
in U. S. could also be increased, but at a price. 

The closing of China cut off two important alloys: 
antimony (used to harden lead) and tungsten (used 
for hardening steel). Fortunately, most of the anti- 
mony requirements could be covered by Mexico, 
Bolivia, and by domestic output. On the other hand, 
tungsten could probably be obtained by working low- 
grade ore deposits in this country, Bolivia, Brazil, 
and Mexico, but at a considerable financial sacrifice. 
Sheet mica, the use of which has been greatly ex- 
panded by radio, television, and radar, is another 
short product which in case of an emergency could 
be supplied at a price from domestic, Brazilian, Can- 
adian, and Argentine workings. 
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Of the non-minerals and non-metals the most im- 
portant commodity in which the Western Hemi- 
sphere is hopelessly poor is natural rubber. Most of 
the attempts to grow rubber commercially in the 
Western Hemisphere, despite the fact that rubber 
originated in the Americas, have been unsuccessful 
largely because of the shortage of cheap labor. A 
new attempt to grow enough rubber for their own 
use is being made by Mexico and Brazil. Most of the 
United States requirements could be supplied by 
the vast synthetic rubber industry which did not 
exist in the last war. 


Other Scarce Products 


Another product in which the Western Hemi- 
sphere is short is coconut oil (important in the manu- 
facture of glycerine) although Central America and 
the Caribbean are well suited for growing the coco- 
nut palm. A substitute, babassu oil, which comes 
from Brazil could, (Please turn to page 406) 
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New Factor in 19951 . 
Corporate Earnings 


By WARREN BEECHER 


| a the spur of expanding require- 
ments of the Defense Program, industry and the 
Government have joined hands to increase capacity 
for military production on an unprecedented scale. 
In anticipation of this program and the vast capital 
outlays that would be involved, Congress took a page 
from World War II experience and reestablished the 
corporate privilege of depreciating within a five- 
year period new facilities constructed purely for 
armament purposes. 

In recent weeks, “certificates of necessity” total- 
ing around three quarters of a billion dollars have 
been issued to manufacturers desirous of availing 
themselves of this tax alleviating measure, although 
its provisions will apply only to a portion of their 
contemplated expansion plans. Because there are 
many pros and cons that may affect the outcome of 
such procedure from the viewpoints of manage- 
ments and their stockholders, it is timely to examine 
some of the broad questions that have arisen, espe- 
cially since the element of accelerated depreciation 
may influence the earnings potentials of a great 
many corporations that as yet have not applied for 
certificates. 

Offhand, of course, the ability to charge off from 
taxable earnings some huge construction costs at a 
rate of 20% annually rather than the normal 5%, 
will incisively cut the take of the tax collector out 
for income, surtax and excess profits taxes. It should 
be realized, though, that these bookkeeping adjust- 
mnts inevitably will find reflection in reduced net 
earnings otherwise available for dividends after 
allowance for taxes. On the other hand, the deducti- 
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ble amounts will be so 
large in numerous cases 
that within a five-year 
period they might ac- 
count for a substantial, 
if not full share of the 
original expansion costs, 
thus relieving a concern 
of the necessity of rais- 
ing new capital on the 
outside. 

From this angle, accelerated depreciation might 
prove highly beneficial, and to attain the purposes 
intended, the Government logically will have to per- 
mit sufficiently ample operating margins on the mili- 
tary business conducted in the plant. From the view- 
point of Washington, the plan has decided merit 
because of the encouragement offered to industry to 
finance privately the vast expansion program en- 
visaged, without relying on the Government to con- 
struct essential facilities as during the late war. 

Many uncertainties, though, have arisen as to just 
what extent accelerated depreciation will be per- 
mitted, even though certificates of necessity involv- 
ing stated amounts of construction costs have been 
granted. Thus far, neither the National Security 
Resources Board nor the companies granted certifi- 
cates have been willing to throw any light on this 
subject. The NSRB, furthermore, is using a lot of 
discretion as to the portion of newly planned plants 
that can qualify under the provisions of the Act. The 
law specifies that “there shall be included only so 
much of the—facility—as the certifying authority— 
has certified as necessary in the interest of national 
defense during the emergency period, and only such 
portion of such amount as such authority has certi- 
fied as attributable to defense purposes.” 

This provision obviously has given a lot of lati- 
tude to the NSRB, and chairman W. Stuart Syming- 
ton has been alert to use his prerogatives in the 
matter. If a plant had already been planned for con- 
struction to keep abreast of normal expansion in the 
economy, requests for a certificate of necessity clear- 
ly might be denied. But whether or not a plant 


Outlook 


THE MAGAZINE OF WALL STREET 




















designed to produce armaments exclusively during 
the emergency might prove equally of value for civ- 
ilian production thereafter leaves room for much 
debate. Mr. Symington has taken the position that 
he does not intend to “give away” any plants amor- 
tized within five years if it can be avoided. 

Requests for certificates of necessity, accordingly, 
have been scaled down very substantially and at 
varying rates, to meet the ideas of Washington as to 
the prospective use of the facilities for a short or 
long term. In view of the wide difference of opinion 
that has arisen over these projections, it seems pos- 
sible that the 82nd Congress will be pressed to clarify 
the law. As said, also, mere granting of a certificate 
of necessity by no means indicates how much relief 
can be expected through accelerated amortization 
and depreciation. 


Earnings and Tax Aspects 


Assuming that permission has been granted to 
fully depreciate a new war plant within five years 
and that enough civilian demand has been gener- 
ated to warrant its operation in future years, recog- 
nition should be accorded to the fact that its operat- 
ing earnings would expand when no longer curtailed 
by even normal depreciation charges. If income tax 
rates remained heavy or increased, as might be 
quite possible, net earnings for a considerable period 
would be quite severely pared by abnormally high 
imposts. In other words, while some tax advantages 
might accrue during the five year interval, later dis- 
advantages might prove to be a substantial offset. 
In the circumstances, the Treasury in the long run 
may lose little by the temporary impact of tax allevi- 
atives. Indeed, they might actually gain. 

The reasoning runs much along the same lines 
when a corporation prefers to establish as a tax base 
its earnings in relation to in- 


of his own as to how the law should be implemented, 
it is possible that clearer formulas may soon appear, 
although no definite rule can determine the amount 
of new construction to which accelerated amortiza- 
tion might apply. This subject may remain debatable, 
but there is little doubt that fair agreements be- 
tween managements and Washington officials can 
be reached. 

Aside from the element of rapid depreciation, 
though, there will continue to be other considerations 
that influence decisions in granting certificates of 
necessity. In line with the general defense program, 
for example, the decentralization of industry has 
become an important factor. New facilities must be 
strategically located where transportation problems 
will be eased, an ample labor supply assured and 
danger from bombing attacks minimized. Power 
requirements must be fully met and, above all, the 
factors of proven experience, top credit standing and 
effective management will predominate. All products 
manufactured in the new plants must be needed for 
defense if accelerated depreciation is granted, and 
any replacement of existing facilities probably will 
not be permissible. Any new plants completed before 
December 31, 1949 will not be eligible for fast amor- 
tization. Finally, the Government on its part will be 
situated to advance a substantial portion of con- 
struction costs in cases where corporations find it 
less practical to utilize their own capital resources. 

The effects of the boom in industrial construction 
will be widely felt throughout the economy for a long 
time. In coming months, the program will likely tend 
to exaggerate shortages of labor and raw materials, 
but the intensified activity may considerably compen- 
sate for the decline in production of civilian goods. 
The main thing to consider is that no time will be 
lost in getting the huge construction programs under 
way, with the result that all manufacturers of build- 

ing materials and machinery 
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normal and accelerated amortization reserves. 

In the process and because of increased taxes, 
corporate dividend policies can hardly fail to be- 
come increasingly conservative, although some sur- 
prising exceptions to the rule may develop. Not to be 
overlooked is the probability that, aside from the 
large sums needed for plant expansion, more work- 
ing capital will be required to carry swollen inven- 
tories at possibly higher values. Uncertainties will 
also persist as to how much working capital is actu- 
ally available until war production profits have been 
renegotiated with Washington. 


What Happened in the Aluminum Industry 


In a recent issue, we discussed the first major 
move of the National Security Resources Board to 
enlarge the output of aluminum on a vast scale. The 
Government came to terms with three leading con- 
cerns in this industry whereby their combined ingot 
capacity would be enlarged by 23% or 790 million 
pounds. Before long several smaller concerns may 
enter the picture with about 200 million pounds new 
capacity, and eventually the over-all total may reach 
2 billion pounds. The ultimate cost of this expansion 
program may involve close to half a billion dollars, 
and if desired, the participating concerns will be 
entitled to receive V-loan guaranties for bank loans 
in order to raise the necessary funds. Additionally, 
the aluminum producers will be allowed to amortize 
the new plants over a five-year period, and the Gov- 
ernment will guarantee to purchase the entire out- 
put of the war facilities for a five-year period. 

No accuracy is possible in appraising the poten- 
tial effect of faster amortization upon 1951 corpo- 
rate results, not only because considerable time will 
elapse before the new plants can be completed and 
depreciation reserves are established, but addition- 
ally since no one can forecast exactly what the com- 
pany’s operating earnings may be. In general, how- 
ever, if the amount of new construction on which 
accelerated depreciation is permitted, is known, the 
maximum exemption from income and excess profits 
taxes possible may provide some clue to savings 
effected. 

Because a new aluminum plant costs at least $50 
million, for example, it is safe to say that any one 
of the three large aluminum companies, ALCOA, 
Reynolds Metals and Kaiser, can divert for new con- 
struction not less than $10 million of operating 
earnings not subject to taxes. Since Congress has 
set 62% of taxable earnings as the maximum toll, 
it is possible that in each case cited, the saving would 
be $6.2 million annually or more, although much 
would depend on how well protected the individual 
companies are from EPT. 


Aspects of Steel Expansion 


The foregoing considerations are magnified many 
times over in studying the rapidly forming program 
of the steel industry for further expansion. In rapid 
fire sequence of late, one steel concern after another 
has announced plans to enlarge capacity immediately 
and in almost every case accelerated amortization 
has stimulated the moves. Both the leading steel pro- 
ducers and the Government are determined to in- 
crease steel capacity by 10% as soon as possible, and 
perhaps by 20% or more within two or three years. 
Virtually all of the steel concerns, though, take a 
far-sighted view that a substantial portion of their 





new facilities will be needed after the military 
emergency ends, and consequently have been granted 
certificates of necessity for only a part of their 
planned outlays, and on these permission to apply 
accelerated amortization has varied greatly or still 
remains obscure. 

Thus far, Lone Star Steel Company, a Texas con- 
cern, is said to have been allowed the highest per- 
centage of new construction costs on which rapid 
depreciation can be made applicable. This concern 
will build a $73.2 million plant, 80% of which can 
be charged off within five years. Crucible Steel 
Company, also, will probably enjoy a similar advan- 
tage in a new construction program involving $26.1 
million. In contrast, Jones and Laughlin in announc- 
ing a $144 million expansion program received eight 
certificates of necessity, but may be allowed acceler- 
ated depreciation on only about 55% of the total 
cost, and only 35% on certain special facilities. 

More recently, the NSRB has approved rapid de- 
preciation for no less than 32 defense projects to be 
undertaken by 29 companies which estimate their 
total proposed outlays as about $544 million, of 
which $443.8 million is accounted for by steel con- 
cerns. Just how much of these large sums will be 
accepted as a base for fast depreciation, though, the 
Board has refused to state. $22 million of new plants 
to be built by refractory concerns were also approved 
for certificates of necessity. To envisage how steel 
capacity will be enlarged through these programs, 
the NSRB figures that steel ingot capacity will ex- 
pand by 5.5 million tons, coke capacity by 2.5 million 
tons and pig iron production by 2.75 million tons. 


“Big Steel’s’’ New Program 


The largest steel expansion program announced 
will be undertaken by United States Steel Corpora- 
tion, and indeed will represent the largest plan of 
any steel concern in history. It is interesting to note 
that the Government has approved accelerated de- 
preciation of a substantial portion of these facilities, 
although Big Steel had planned for their construc- 
tion quite a while ago. To complete the project will 
involve total outlays of more than $350 million. If 
the Government allowed fast depreciation on all of 
this facility, the annual amount of operating earn- 
ings rendered exempt from taxation would be around 
$82 million, or more than $40 million if only half 
the outlays were allotted the privilege. Under any 
circumstances the tax savings will be very sub- 
stantial, although the company’s net earnings may 
be adversely affected in the process. 

The list of sizable defense projects has become so 
long that space considerations preclude their dis- 
cussion, and almost daily new programs are being 
announced where accelerated depreciation will be 
permissible. As pointed out earlier in our discussion, 
though, rapid write-offs are not likely to become 
effective on any scale for at least six months or even 
longer, because time must be allowed for construc- 
tion to progress. For five years to come, on the other 
hand, annual reports of a great many concerns will 
reveal large scale bookkeeping adjustments bearing 
on accelerated amortization. 

For this reason, attempts to estimate the earnings 
potentials of concerns planning to embark on large 
new construction programs will be handicapped as 
seldom before. By the end of the current year, 
though, annual reports should reveal more definite 
accounting patterns that could aid in looking ahead. 
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COMPANIES 
Which Should Maintain 
Their DIVIDENDS 

In 1951 


Selected By Our Staff 





S] he abrupt transition of the economy to in- 
creased military production, together with the reap- 
pearance of Federal controls and war-time taxes, 
has created a confusing picture for investors heavily 
reliant on stable income from dividends. Whether or 
not a current satisfactory return from stocks will 
prove dependable another year has become a ques- 
tion of transcendent importance. 

In the circumstances, any approach to a solution 
must be based on thorough study of what may affect 
the earning power of any given concern in 1951. 
Consideration of such factors as the relation of divi- 
dends to net earnings in 1950, the likely earnings 
picture ahead and the prospect that, despite excess 
profits taxes and perhaps narrowed margins, profits 
will remain ample to assure dividend stability, has 
become of paramount importance. 

To assist our readers in their search for sound 
equities whose dividend potentials should not deteri- 
orate under the impact of the new conditions, our re- 
search department has selected five concerns that 
upon analysis seem to qualify in the category under 
discussion. In order to provide diversification, we 
have chosen outstanding leaders in different fields. 
In our opinion, these firms are not only well man- 
aged and strongly financed, but also favorably situ- 
ated to prosper satisfactorily under the uncertain 
conditions now unfolding. A relatively sheltered tax 
position in each case, together with prospective high 
level activity, strengthens their potentials for sta- 
bilizing earning power and consequently, for main- 
taining dividends at present rates. 

On this and following pages, we present statisti- 
cal data and brief comments pertinent to the five 
concerns we have selected, as well as charts showing 
long term market action of the stocks. 
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ATLANTIC COAST LINE RR 


Price Range 
1929 - 1935 


| Funded Debt: $116,642, 568 
—Shs.° $5 n-c Pfd: 1,554 - $100 par — 
——_}Shs.° Common: 823,427 - no par 
{Fiscal : 
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2.00} 3.00 | 3.75 | 4 
24 : 20.8 9 


1947 
| 7.28 


1948 1949 
| 9.82 | 9.40 


1940 1941 
| 2.20 | 13.51 E15 
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ATLANTIC COAST LINE RAILROAD 


BUSINESS: Company operates 5532 miles of track serving the Southeastern 
Seaboard states, and together with affiliated lines the total mileage is 12,776. 


OUTLOOK: The rapid industrial development that has taken place in post- 
war in the territory served by this railroad shows no signs of abating. The 
chances for a consistent rise in freight traffic, accordingly, are very promising. 
For several years past, an average of more than 100 new concerns annually 
have established facilities on the company’s lines. Climatic conditions, in- 
creased supplies of electric power and an ample labor supply brighten 
potentials for further development of this region. This increase in industrial 
activity is steadily reflected by a rise in personal incomes that tend to 
expand both business and agricultural operations at every level. These 
influences promise to gain weight as the defense effort progresses, since 
in the late war military training and production of light munitions expanded 
notably in this section. Atlantic Coast Line is in the best physical shape in 
its history to operate efficiently under the promising conditions now ap- 
pearing. At a cost of more than $400 million since 1939, both equipment 
and operating facilities have been completely modernized. By large scale 
substitution of diesel-electric locomotives for steam, substantial economies 
in operating costs have been effected, while interest charges have been 
pared by a 23% reduction in funded debt. For 11 months of 1950, gross 
revenues rose by 6.3%, but net earnings advanced by 63% to equal $12.81 
per share versus $7.89 the year before. The company has an advantageous 
position as to excess profits taxes. 


DIVIDENDS: Payments have been uninterrupted since 1941. Conservative 
quarterly dividends of $1 per share were paid in 1950, leaving room for 
increased liberality. 


MARKET ACTION: Recent price—68%2 compares with a 1950 high of 70 
and a low of 41. The current yield is 5.9%. 


COMPARATIVE BALANCE SHEET ITEMS 
December 31 










1940 Change 

ASSETS (000 omitted) 
es $ 6,512 $ 18,093 +$ 11,581 
Receivables, Net ............ 4,5 10,213 + 5,704 
Materials and Supplies .............................. 3,722 11,258 + 7,536 
Other Current Assets ...... 79 1,047 a 968 
TOTAL CURRENT ASSETS ..................0:0008 14,822 40,611 + 25,789 
oo nine cients rics: 274,569 392,621 + 118,052 
Reserve for D —  (CR)100,704 + 100,704 
Investments ...... 78,235 — 19,650 
EN MOINS oak cous sda cacadcancceccciscnddasionvesnne 7,594 7,434 — 160 
TR I fi lndiccscs chins seedmore $375,220 $398,547 +$ 23,327 

LIABILITIES 
CURRENT LIABILITIES .... $ 10,671 $ 20,802 +$ 10,131 
Cert Cs aa cca ices cetcecdccesenceesne 2,271 2,799 a 528 
Accrued Depreciation ........... 32,231 — 32,231 
Other Liabilities ...... 7,617 1,973 — 5,644 
Co 8 eee re 152,038 116,642 — 35,396 
R. & P. R. R. Co. Class ‘A’. ,000 _ i ,000 
PRION SII oo ocasacees eens icsccteccocecniesssdiviasisien 196 155 = 41 
Common Stock .... 81,342 89,348 + 8,006 
IGE aoa ons ac sseensesonenes 87,854 166,828 + 78,974 
- WEAR MUABIRINES ............5. cscs $375,220 $398,547 +$ 23,327 
r WORKING CAPITAL |... § 4,151 $ 19,809 +$ 15,658 
CT) 7 |” > 1.4 19 ae 5 
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BORDEN CO. BN 


Adjusted 
Price Range 
1929 - 1935 
High —101g 

- 18 


“Common: 4,263,899 - $15 par 
: “31 


THOUSANDS OF SHARES 


1947 1948 


THE BORDEN COMPANY 


BUSINESS: Company is next to the most important factor in the dairy indus- 
try, handling large quantities of fluid milk and numerous products derived 
therefrom, as well as poultry products and various chemicals. 


OUTLOOK: Unusual stability has been characteristic of operations of this 
company over a long period of years, attended by a consistent growth in 
volume and earnings in the past decade. Borden has become strongly 
established in 19 states where fluid milk is distributed, and in 30 states that 
consume large quantities of ice cream. Distribution of other items is nation- 
wide and extends into Canada. In all these markets, increased national 
income promises to sustain annual sales volume at a high level close to $600 
million, and if leaner times should arrive, the inherent quality and economy 
of dairy products lends a competitive advantage over other foods. Borden’s 
chemical divisions that produce plastic molding compounds, glues and 
adhesives are experiencing substantial growth, as are also divisions that 
manufacture infant foods and specialties for manufacturers of animal feeds. 
Since the Department of Agriculture regulates the price of milk paid to 
farmers in many important markets, the company has little control over 
materials costs, but margins remain fairly stable because prices are quite 
flexible and readily adjusted. While the company has no plans for imme- 
diate large scale expansion, it is acquiring a large fleet of new trucks that 
should reduce operating costs. More than $15 million has been appropriated 
‘for new equipment and plant improvements in 1951. 1950 net earnings are 
estimated at around $5 per share, though increased taxes require some 
leeway in projecting current earning power. 


DIVIDENDS: Payments have been made without interruption since 1899. 
No regular quarterly rate is observed, but dividends in 1950 totalled $2.80 
per share. 


MARKET ACTION: Recent price—50% compared with a 1950 range of 
high—517%, low—45. The current yield is about 5.6%. 


COMPARATIVE BALANCE SHEET ITEMS 


December 31 





1940 Change 
ASSETS (000 omitted) 
Cash 7 $ 20,148 $ 42,448 +$ 22,300 
Marketable Securities ° 4,413 20,952 + 16,539 
Receivables, Net 12,794 29, 647 + 16,853 
Inventories 17,895 48,988 + 31,093 
TOTAL CURRENT ASSETS 55,250 142,035 + 86,785 
Plant and Equipment . : : 118,385 181,709 + 63,324 
Less Depreciation .... Posaseditee 51,165 81,504 + 30,339 
Net Property diese 67,22 100,205 + 985 
Other Assets ; 3,849 9,832 + 5,983 
TOTAL ASSETS $126,319 $252,072 +$125,753 
LIABILITIES 
Accounts Payable SScsow . $ 9,399 $ 25,140 +$ 15,741 
Accruals i ideaihalaihtinsl aut 2,989 7,556 + 4,567 
Accrued Taxes asi 2,820 2,686 — 134 
TOTAL CURRENT LIABILITIES 15,208 35,382 + 20,174 
long Term Notes _ 45,800 + 45,800 
Reserves cob bepaicabeahs 8,720 23,130 + 14,410 
Other Liabilities ............... 3,517 - _ 517 
Capital Stock ....... ie EE 66,269 + 319 
Surplus ............. hetstee noe Aes 32,924 81,491 + 48,567 
TOTAL LIABILITIES .. $126,319 $252,072 +$125,753 
WORKING CAPITAL ....... , .. $ 40,042 $106,653 +$ 66,611 
CURRENT RATIO ... 3.6 4.0 + 4 
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INTERNATIONAL PAPER 


Funded Debt: 
$4 Pfd: 230,000 - no par 
“Common: 8,900, 000 - $7.50 par 
Fiscal a 


THOUSANDS OF SHARES 


1941 1942 1943 1945 1946 1947 1948 1949 


INTERNATIONAL PAPER COMPANY 


BUSINESS: Company, with numerous subsidiaries, is the world’s largest 
paper manufacturer. Operations are fully integrated and over-all output 
embraces a wide variety of paper products, from newsprint to milk 
containers. 


OUTLOOK: Ever since last June, demand for virtually all items produced 
by this concern has expanded sharply, and due to increased activity 
throughout the economy, the shortage of many paper products has become 
acute. These conditions will likely continue with little interruption, for a 
considerable period. Because of record demand for newsprint, of which IP is 
a large supplier, the company last November increased prices by $6 per ton. 
Usage of kraft wrapping paper, paperboard and containers has become so 
essential that the War Production Authority has listed them among other 
scarce materials that cannot be hoarded or speculated in under penalty of 
heavy fines. Through large scale expansion and modernization of Inter- 
national Paper’s plants that produce kraft items, these divisions have become 
the most profitable of the company’s subsidiaries. Greater operating effi- 
ciency has been attained through capital outlays of more than $50 million 
in 1949-50, and the funds were entirely derived from depreciation reserves 
and retained earnings. Reference to the appended balance sheet items for 
1940 and 1949 will reveal the company’s marked improvement in stature 
and financial strength. Despite increased taxes in 1950, net earnings of 
$5.48 per share for the first nine months compared with $3.95 in the same 
span of 1949. Full year net may reach $7.50 a share. The company’s EPT 
exemption base is favorable. 


DIVIDENDS: Stockholders have received regular dividends since 1946 at 
gradually increased rates. Payments in 1950 aggregated $2.75 per share 
in cash and 25% in stock. The quarterly rate was raised to 75 cents in the 
third quarter. fi 


MARKET ACTION: Recent price—51¥2 compares with a 1950 high of 5934 
and a low of 337%. Based on 1950 dividends the yield is 5.3%, but close to 
6% is indicated by the increased quarterly rate. 


COMPARATIVE BALANCE SHEET ITEMS 
Soneier 31 















1940 Change 

ones (000 omitted) 

$ 17,896 $ 21,941 +$ 4,045 
Marketable Securities - 21,015 ] 21,015 
Receivables, Net eee 14,341 25,748 + 11,407 
Inventories ei ry = 54,867 + 24,228 
TOTAL CURRENT ASSETS 2,876 123,571 + 60,695 
Plant and Equipment ......... 233, 026 340,465 + 117,439 
Less Depreciation .. 65, 627 154,006 + 88,379 
Net Property . x 157, 399 186,459 + 29,060 
Funds for Future Expenditur s 23,596 + 23,596 
Other Assets 3 , 10,267 12,064 + 1,797 
TOTAL ASSETS . .. $230,542 $345,690 +$115,148 
LIABILITIES 
Accounts Payable $ 4,974 $ 10,653 +$ 5,679 
Se peowastenease ; 8,686 7,799 _ 887 
Accrued Taxes 8,619 7,885 = 734 
TOTAL CURRENT LIABILITIES 22,279 26,337 + 4,058 
NS I Se ae ne ae 3,491 44,071 + 40,580 

52,375 = — 52,375 

Preferred Stock ooo... cccccccssscssssseessee 98,308 23,000 — 75,308 
Capital from conv. of 5% Pfd. Stk. _ 40,430 + 40,430 
RINNE, goers scccccesscoostsessvesneonccevs .. 15,000 53,400 + 38,400 
OD Re ee Ce en ne 158,452 + 119,363 
TOTAL LIABILITIES ................... $345,690 +$115,148 
WORKING CAPITAL ....... $ 97,234 +$ 56,637 
CURRENT RATIO ....... 4.7 + 19 
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Price Range — 
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LEHIGH PORTLAND CEMENT COMPANY 


BUSINESS: Company is among the leaders in the cement industry, account- 
ing for about 10% of over-all sales. Principal markets are in the Midwest 
and Eastern states. 


OUTLOOK: While demand for cement in residential construction should 
recede considerably in 1951, increased industrial expansion, public works 
and defense construction should prove to be more than an offset This is 
especially true because under almost all conditions, home building accounts 
for only a minor portion of cement usage. The outlook for large sales of 
cement in connection with the Civil Defense Program is very bright, as this 
material will be in heavy demand for construction of everything from sub- 
ways to huge underground garages that can also be utilized as air raid 
shelters. To aid in the construction of these self liquidating projects, Congress 
seems likely to provide financial aid to states and cities in excess of $3 
billion, aside from the availability of local funds. Lehigh Portland Cement’s 
14 strategically located, fully modernized and well integrated mills should 
in the circumstances be able to maintain annual volume at a high level. A 
firm price structure throughout the industry should aid the continuance of 
ample operating margins. Since earnings were relatively large in the 1946-49 
period ,the impact of EPT will be moderated. For nine months ended Sep- 
tember 30, 1950, $5.35 per share was earned after allowing for retroactive 
income taxes, indicating a possible total of $6.80 per share foor the full 
year. Despite capital outlays exceeding $15 million in the past two years, 
working capital of more than $15 million remains ample. 


DIVIDENDS: Since 1936, stockholders have received regular dividends. 
Payments in 1950 totalled $2.50 per share, including a year-end extra of 
50 cents. 


MARKET ACTION: Recent price—47'2 compares with a 1950 range of high— 
50%, low—38'2. The current yield is 5.3%. 


COMPARATIVE BALANCE SHEET ITEMS 


December 31 

1940 1949 Change 
ASSETS (000 omitted) 
Cash : $ 4,562 $ 5,598 +$ 1,036 
Marketable Securities 2,639 2,600 — 39 
Receivables, Net .... 1,423 2,019 L 596 
Inventories ................... 3,824 7,313 + 3,489 
TOTAL CURRENT ASSETS 12,448 17,530 + 5,082 
Plant and Equiment ........ 48,246 61,513 + 13,267 
Less Depreciation ........... 24,651 32,301 + 7,650 
Net Property ..................... 23,595 29,212 + 5,617 
Investments ....................... if 3,000 + 2,000 
Other Assets .............. 1,038 707 _ 331 
TOTAL ASSETS $ 38,081 $ 50,449 +$ 12,368 
LIABILITIES 
Accounts Payable $ 495 $ 1,024 +$ 529 
Accruals aes Desice cles oles 212 390 “+ 178 
Accrued Taxes 7 1,011 794 -- 237 
TOTAL CURRENT LIABILITIES 1,718 2,188 a 470 
Reserves =e Saarccvansence : 1,146 _ — 1,146 
Preferred Stock .. shee 5,675 = — 5,675 
Common Stock ........ 19,249 23,770 + 4,521 
Surplus ....... ; ; 10,293 24,491 + 14,198 
TOTAL LIABILITIES . $ 38,081 $ 50,449 +$ 12,368 
WORKING CAPITAL $ 10,730 $ 15,342 +$ 4,612 
CURRENT RATIO ..... . 7.2 8.0 “+ 8 


JANUARY 13, 1951 













1939 | 1940 










PHELPS DODGE 
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PHELPS DODGE CORPORATION 


BUSINESS: Copper output of this company represents nearly 25% of the 
total mined in the United States, and is supplemented by substantial pro- 
duction of gold and silver. Fabrication of copper products is an important 
activity. 


OUTLOOK: The insistent demand for copper for use in military production, 
combined with the short supply now available for civilian manufacturers, 
should keep this leading producer and refiner of the red metal operating 
at capacity during the foreseeable future. Now that the price of electrolytic 
copper has risen to 24’ cents a pound and seems certain not to recede for 
a long time to come, Phelps Dodge is assured of very satisfactory operating 
margins. Because of the prospect of a prolonged shortage of copper and 
urgent needs of the Government for stockpiling, it is said that this company 
may undertake to mine substantial quantities of low grade ore in Arizona, 
provided saisfactory arrangements can be made with Washington. While 
production of civilian goods by the fabricating division will shrink, in- 
creased military orders that will create few conversion problems undoubtedly 
will fill the gap. Since this company enjoyed three unusually profitable years 
in the 1946-49 period, it will be less vulnerable to excess profits taxes. 
Although net earnings before depletion were probably close to $8 per 
share in 1950, the company might have had no EPT to contend with, 
because of a high exemption base. The financial position of Phelps Dodge is 
exceptionally strong, since holdings of cash and marketable securities exceed 
all current liabilities by a margin of better than two for one. 


DIVIDENDS: No lapse in annual payments has occurred since 1934. Divi- 
dends in 1950 totalled $5 per share, including a $1 year-end extra. 


MARKET ACTION: Recent price—66 compared with a 1950 range of high— 
6658, low—4414. The current yield is 7.5%. 


COMPARATIVE BALANCE SHEET ITEMS 


December 31 


1940 1949 Change 

ASSETS (000 omitted) 

Cash S$ 32,582 $ 41,738 +$ 9,156 
Marketable Securities 387 48,720 + 48,333 
Receivables, Net 8,096 12,347 + 4,251 
Inventories 20,437 28,141 + 7,704 
Other Current Assets 842 2,555 + 1,713 
TOTAL CURRENT ASSETS 62,344 133,501 + 71,157 
Plant and Equipment 293,447 373,771 + 80,324 
Less Depreciation 168,933 240,408 + 71,475 
Net Property 124,514 133,363 + 8,849 
Investments 2,844 5,632 + 2,788 
Other Assets 7,217 - — 7,217 
TOTAL ASSETS $196,919 $272,496 +$ 75,577 
LIABILITIES 

Accounts Payable $ 7,461 $ 11,645 +$ 4,184 
Accruals 2,981 4,191 + 1,210 
Accrued Taxes 5,134 29,448 + 24,314 
TOTAL CURRENT LIABILITIES 15,576 45,284 + 29,708 
Long Term Debt 16,856 _ — 16,856 
Reserves 1,191 4,754 + 3,563 
Capital Stock 126,781 126,781 = 
Surplus 36,515 95,677 + 59,162 


TOTAL LIABILITIES $196,919 $272,496 +$ 75,577 
WORKING CAPITAL $ 46,768 $ 88,217 +$ 41,449 
CURRENT RATIO 4.0 3.0 — 10 
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By ROGER CARLESON 





VW) erories of a bygone era in American 
finance, marked by gigantic struggles in the market 
place, were stirred by the recent spectacular rise of 
Missouri Pacific Railroad Company’s old preferred 
stock that faced virtual extinction only a few years 
ago. Although the steep climb late last month to 
above 31 from a 1950 low of 414 may have seemed 
tame in comparison with wild fluctuations of a gen- 
eration ago, nevertheless the advance of more than 
600 per cent in the year demonstrated that specula- 
tion has not entirely disappeared from the stock 
market. 

Because this road’s securities promise to com- 
mand increasing attention in coming months in the 
prolonged litigation over reorganization, this may 
be an opportune moment for reviewing recent his- 
tory and examining potentialities of an unusual situ- 
ation. At the moment security holders are balloting 
on a court-approved reorganization plan. Outcome of 
this development is expected to become known short- 
ly, inasmuch as voting was scheduled to be com- 
pleted January 15. Regardless of returns, a satis- 
factory solution seems improbable at an early date 
because of conflicting claims among various groups 
of creditors and stockholders. 

To appreciate better the present complex situa- 
tion, it is necessary to go back several years in the 
road’s interesting history. The Missouri Pacific Sys- 
tem, comprising almost 12,000 miles of trackage, 
serves a rapidly growing area in Missouri, Kansas, 
Louisiana and Texas. Main lines extend westward 
from St. Louis to Kansas City and Pueblo, Colo., 
where connection is made with the Denver & Rio 
Grande Western, which provides entrance to Salt 
Lake City and by means of the Western Pacific af- 
fords a through route from St. Louis to San Fran- 
cisco. 

Southward from St. Louis the system extends to 
Memphis and New Orleans, where through con- 
trolled lines a direct route is available linking New 
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Orleans with Houston, Galveston and Brownsville, 
Tex. Advantageous connections are provided by this 
coastal line with the National Railways of Mexico 
and with the Southern Pacific. In short, Missouri 
Pacific is strategically well situated to grow with the 
Southwest. 

Whereas the road was dependent primarily on 
agriculture almost a generation ago when it emerged 
from a previous reorganization, now it benefits from 
outstanding industrial expansion in the Southwest. 
Progress in the last decade has been pronounced. 
This fact goes far toward explaining the current 
controversy over reorganization, for holders of 
junior securities of the old company feel their posi- 
tion has not been adequately evaluated in estimates 
of potential earning power on which a new capital- 
ization would be based. Justification for this atti- 
tude seems to have been afforded by recent operat- 
ing results, which, of course, have been aided by 
Koeran developments and subsequent stimulation 
of traffic moving toward the Pacific Coast. 


Stockholder Opposition 


Before taking a closer look at various reorganiza- 
tion proposals, it may be well to note that one of the 
principal obstacles to consummation of a plan in 
the past has been opposition of the dominant com- 
mon stockholders, whose interest would have been 
eliminated. Control of Missouri Pacific is held by the 
Allegheny Corporation, which under guidance of 
the Van Sweringen brothers acquired the stock from 
Arthur Curtis James, wealthy owner of Western 
Pacific, a quarter of a century ago. The Van Swer- 
ingens were endeavoring to put together an immense 
transcontinental system, but before they could suc- 
ceed with their visionary plans, the depression of 
the 1930’s brought insurmountable obstacles. 

Control of Alleghany Corporation passed from the 
Van Sweringens to Robert R. Young and his associ- 
ates, while Missouri Pacific sought relief from finan- 
cial difficulties in the bankruptcy court. Trustees 
were appointed and the road has been operated 
under a trusteeship since July 1, 1933. Attempts 
have been made in the past to work out a satisfactory 
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Treatment of Various Classes of 


(Exchanges Per Bond and Per Share) 


Missouri Pacific R. R. Securities 








Cash Fixed Interest Bonds Income Bonds Preferred Stock Common Stock 

Present Mahaffie Present Mahaffie Present Mahoffie Present Mahaffie Present Mahaffie 

Plan Act Plan Plan Act Plan Plan Act Plan Plan Act Plan Plan Act Plan 
Pirate RETUNGNE LOS: «-.0.. 20sec. tbevsestscedoosuess $94 $193* $722 $1,179 $ 516 $ — _ _ — = 
General Mortgage 48 0.0.0.0... _ 241 _ 206 _ 1,272 15.9 shs. _ — _ 
ee na | Sr ~ — -- 1,912 1,500 _ 2.9 shs. ~ 2.5 shs. — 
Convertible 5¥s ............ ee aera _ 112 _ — _ 1,842 2.0 shs. “= 16.3 shs. -- 
NUN NGEN ROE 5205s sey css oka doncssccscpeseeees ee — - ~ a — -—- 2.4 shs. 0.4 shs. _ 
Se ee OE a a _ _— _ — _ - = ~- 1.0 shs. 











(*) Includes 1.06 shares of Texas & Pacific $5 preferred stock valued at par. 
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adjustment and, had it not been for outbreak of 
World War II and the attendant boom in traffic over 
western railroads, it is quite possible that a reorgani- 
zation would have been effected ten years ago. 
Junior security holders, encouraged by improve- 
ment in business during the war, successfully re- 
sisted reorganizations along the lines pursued by 
numerous other carriers which wiped out claims of 
stockholders. The Missouri Pacific trustees strength- 
ened operating facilities and gradually paid off large 
accumulations of interest on funded debt. Thus over 
the years, the position of junior security holders im- 
proved and modifications were sought in proposed 
readjustments. Finally a new plan was prepared 
several months ago, which formally was approved by 
the requisite Federal court last October. The court 
ordered that the plan be submitted to creditors and 
stockholders for approval or rejection. This is the 
plan on which various classes of interested groups 
have been balloting for the last several weeks. 
Inasmuch as the proposed adjustment provided, 
among other things, for elimination of claims of 
common stockholders, there was no surprise in the 
immediate announcement of Allegheny Corporation 
that it favored rejection of the plan. Directors of 
the railroad announced their opposition along with 
that of the Robert Young dominated Allegheny. In 
large newspaper and magazine advertisements these 
interests recommended rejection of the latest pro- 
posed adjustment and announced their intention of 
seeking approval of a less drastic proposal under 
terms of the Mahaffie Act. Chances of upsetting the 


I.C.C. approved reorganization were enhanced by 
the road’s fine operating results for 1950 which in- 
dicated substantial earnings for the preferred and 
common on the present capitalization. 

The so-called Mahaffie Act provides that a rail- 
road may file an application for voluntary reorgani- 
zation if such a carrier had been in process of re- 
organization under Section 77 of the Bankruptcy 
Act on April 9, 1948, and if at that time no court 
order confirming a reorganization plan had been 
issued. The debtor road and the Allegheny manage- 
ment have agreed on tentative plans for such a re- 
adjustment and presumably are hopeful of obtaining 
the requisite assurance of approval of such terms 
by at least 25 percent of the aggregate amount of 
all securities preparatory to filing a copy of the 
ee with the St. Louis court and with the 

Assuming the necessary assents to the plan are 
lacking in the voting by fifteen different groups of 
creditors and security holders, action likely will be 
taken for relief under the Mahaffie Act’s provisions. 
If court permission is obtained and if the I.C.C. ap- 
proves the application, the present Section 77 pro- 
ceedings would be held in abeyance, while an effort 
is made to effect reorganization under the later 
legislation. 

Proponents of the Mahaffie Act adjustment would 
have a year in which to work out a solution. If at 
the end of twelve months, a settlement satisfactory 
to creditors and security holders as well as to the 
Interstate Commerce Commission had not been 




















Long Term Operating and Earnings Record 
Total Net Balance Earned Earned _— Price Range 
Railway Railway Operating Railway For Total Per Per t Preferred 
Operating Operating Ratio Operating Gross Fixed Fixed Net Preferred Common Stock 
Revenues Expenses by Income Income Charges Charges Income Share Share High Low 
—— (millions) -- (millions) 
1950 (9 months) siete chs sdutonn cee! ane $117.0 75.1% $19.2 $ - $ — $ — $ 9.0 $12.55 $ 7.63 3154-4 
1949 ny ‘ 173.2 142.5 82.3 16.2 20.0 19.9 17.1 27 3.82 (d)1.03 5%4-3% 
1948 : , rae | 166.8 75.4 26.5 30.2 30.0 17.0 13.0 18.17 11.41 5%4-2% 
1947 : bees. . V996 155.1 77.7 21.5 25.2 25.0 16.8 8.2 11.52 5.65 612-3 
1946 Waist reese cease es ee 137.7 78.9 19.8 23.9 23.8 17.5 6.3 8.79 3.28 11%-3% 
1945 Srecadeencstioozeuancendeecsareseie. 9 i RCtee 150.3 68.9 23.6 27.4 26.8 19.5 7.3 10.21 4.51 —_ 
1944 sesh age easaeses Catetin tact enageeieae” aeCnanee 135.1 57.1 34.3 37.7 37.5 19.8 17.6 24.63 17.01 — 
oe A Rap aRAT Tae Romer ep ; 227.7 124.1 54.4 34.5 37.3 37.2 20.6 16.5 23.11 15.69 -- 
Me aise av veka aucevetosee nlc tse ius VARRe 101.1 56.6 49.3 51.6 51.5 20.8 30.6 42.69 32.67 — 
1941 RSPR TE eer er MR |e 76.6 68.4 23.0 25.1 25.0 20.8 4.2 5.88 77 _— 
1940 . rere eey : ee 87.1 67.0 77.0 10.0 11.3 11.2 20.8 (d)9.5 — (d)15.88 -- 
10 Year Aerage 1940-49 $182.7 $125.6 69.6% $25.8 $28.9 $28.7 $19.0 $ 9.6 $14.8 $ 9.20 11%-2% 
(7) Range on N. Y. Stock Exchange since restored to trading in 1949. Un- (d) Deficit. 
listed quotations in prior years. 
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reached, the old Section 77 proceedings would be 
resumed. 

Although the prospect of more favorable terms 
under the Mahaffie Act adjustment encouraged 
junior security holders to hope for an upset of the 
reorganization plan in current balloting, the road’s 
management presumably has a powerful “ace in the 
hole” upon which to reply if necessary. A hint of 
such action was contained in a recent request to the 
trustees of the 94 per cent controlled New Orleans, 
Texas & Mexico to issue to its parent company about 
$19 million debentures in settlement of open-account 
indebtedness due Missouri Pacific. 


Trustee Refuses to Act 


Although the trustee declined to act in response 
to the demand from MOP’s board of directors, the 
N.O.T. & M. apparently is financially able to settle 
claims satisfactorily and apply to the courts for 
release from bankruptcy. Ordinarily, a court would 
appear obligated to aid a debtor in removing a blem- 
ish from its record. Inasmuch as the present reor- 
ganization plan involves consolidation of the N.O.T. 
& M. with the new Missouri Pacific, removal of the 
former automatically would upset arrangements for 
the pending adjustment. 

Because terms of the debtor-management’s pro- 
posed adjustment are more generous than those 
offered in the I.C.C. approved plan, the Allegheny 
program may offer a solution for the prolonged dis- 
pute. Prospects for a settlement would be enhanced 
by current favorable operating results that would 
seem to justify the more liberal capitalization sug- 
gested for the new company. Let us compare terms 
of the two plans for several classes of security 
holders. 

In the I.C.C. plan, holders of first and refunding 
5s due in 1965-81 were offered $94 in cash, $722 in 
fixed interest bonds and $516 in income bonds for 
each $1,000 old bond. Similarly, the general 4s of 
1975 were offered 15.9 shares of new preferred and 
the secured 514s 1933-56 were offered $1,500 in in- 
come bonds and 2.9 shares of preferred plus 2.5 
shares of new common for each $1,000. Convertible 
514s of 1949 were offered 2 shares of new preferred 
and 16.3 of new common. Old preferred shareholders 
were offered four-tenths of a share of new common 
for each share of old preferred. Holders of old com- 
mon stock would get nothing. 


Treatment Under Mahaffie Act Plan 


The debtor-management proposal calls for offer- 
ing the first and refunding 5s about $193 in cash and 
$1,179 in fixed interest bonds for each $1,000 bond 
held. The general 4s would be given $241 in cash, 
$206 in fixed interest obligations and $1,272 in in- 
come bonds for each $1,000 bond held. Instead of 
stock, holders of secured 514s would be offered $1,912 
in fixed interest bonds under the more liberal plan. 
Convertible bonds would be offered $1,842 in income 
obligations and $112 in cash for each $1,000 of 
514s. Holders of old preferred would be offered 2.4 
shares of new preferred instead of four-tenths of a 
share of common, while old common holders would 
be offered new stock on a share-for-share basis. 

Inasmuch as the regulatory authorities have 
sought in recent reorganizations to adjust new cap- 
italizations to a basis that could be supported under 
adverse conditions, the chief criticism of the man- 
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agement’s more generous allowances likely would 
be that capitalization might prove excessive. The 
I.C.C. plan calling for a drastic downward adjust- 
ment of fixed charges took into consideration pro- 
jected “normal” earnings. Opponents of the program 
contend that insufficient provision was made for 
potential growth of industry based on development 
of petroleum and petrochemical resources in the 
Southwest. Results of the road in the last two years 
suggest that at least some moderation in estimates 
may be warranted. 

Improvement this year has been stimulated, of 
course, by heavy movement of traffic to the Pacific 
Coast in connection with Korean military opera- 
tions. Gains have been impressive, however, and 
unprejudiced observers are willing to admit that 
traffic movements of semi-military nature may be 
heavy in Missouri Pacific’s territory for some time 
to come as a result of expansion of aircraft produc- 
tion in the Southwest. 

The recent monthly statement for November 
showed net operating income rose almost 100 per 
cent to about $2.8 million on an increase of about 33 
per cent in gross revenues. For the first eleven 
months of the year, net operating income almost 
doubled the $13 million in the corresponding period 
of 1949, while gross revenues were up about 30 
per cent. 

On basis of results in recent months, earnings of 
Missouri Pacific for 1950 may have approximated 
$20 a share on the old preferred, compared with 
$3.82 in 1949, $18.17 in 1948, $11.52 in 1947 and 
$8.79 in 1946. Fixed charges and preferred dividend 
requirements were covered from 1941 through 1948. 
Proponents of the more liberal capitalization argue 
that greater emphasis should be placed on results in 
the last decade, reflecting growth in industrial activ- 
ity in its area, than on the poor showing of the 1930’s 
when Missouri Pacific suffered from the collapse of 
agriculture. 


Fixed Charges Under I.C.C. Plan 


Under provisions of the I.C.C. plan, fixed charges 
would be reduced from present level of $17.2 mil- 
lion annually to about $8.7 million. The so-called 
Mahaffie Act proposal would provide for almost $12 
million of fixed charges and about $6.8 million of 
contingent charges. Assuming that steps could be 
taken to consolidate Texas & Pacific and gain benefit 
from this road’s prosperity, the higher fixed charges 
easily might be justified. 

Arguments in favor of the more liberal provisions 
of the so-called debtor-Allegheny proposal include 
the fact that recent experience suggests that earn- 
ings may be maintained comfortably above the esti- 
mated ‘“‘normal” of $25,450,000 set forth in the I.C.C. 
plan. The average for the three years from 1946 
through 1948 was $34.5 million and for 1950 bal- 
ance available for charges is expected to range sub- 
stantially above that total. 

Results in 1949 were distorted by adverse effects 
of the prolonged strike. Even without allowance for 
the setback in 1949 due to labor troubles, balance 
available for charges for the five years since the war 
readily might average close to $34 million annually. 
In any event, recent results have been so substan- 
tially above the I.C.C. estimated “normal” that an 
upward revision would appear to have merit. 

Increases in Federal corporate tax rates also sug- 
gest advisability of (Please turn to page 406) 
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By RICHARD COLSTON 


wi recent action of the Federal Reserve 
Board curtailing the lending ability of its member 
banks has been hardly a surprise. In the battle to 
check inflationary forces that could wreck our eco- 
nomic structure if given a free rein, this latest move 
has been a logical follow-up to several other steps in 
the same direction. In combination, all these emer- 
gency measures should provide aid in stabilizing the 
value of the dollar, something quite as necessary as 
diplomatic or military victories. 

Ever since last June, when events in Korea forced 
a rescheduling of the rapidly whirling machinery of 
the economy, it has been apparent that the nation’s 
productive capacity would be severely strained in 
any attempt to supply both essential munitions and 
all the civilian goods in record demand by consumers 
with increasing ability to satisfy their desires. Since 
China entered the fray, the problem has become 
greatly magnified, because much expanded military 
spending and rising personal incomes are certain to 
intensify the competition for industry’s output. In 
the circumstances, a dangerous up-spiralling of 
prices could be avoided only by methods designed to 
reduce the spendable resources of civilians or non- 
essential business enterprises. The only alternative— 
to increase the supply of goods—would be out of the 
question under current conditions, because the armed 
forces will require all the additional goods that can 
be produced. 

While increased taxes will tend to syphon off a 
portion of civilian purchasing power, a more effec- 
tive way is offered by stiffening the terms by which 
vast numbers of homes, automobiles, refrigerators 
and other durables have been purchased on credit 
during the postwar boom. Although experience has 
shown the practice of utilizing instalment credit to 
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be entirely sound in normal times, and it has sub- 
stantially accounted for the dynamic progress of 
American business, it is evident that borrowed money 
is of equal value as accumulated cash when it comes 
to the sales counter. With acquisition of homes, cars 
and nearly everything else in the past few years 
facilitated by easy credit terms, and accelerated by 
avid demand, the theoretical money supply has 
sharply expanded. The wage-price merry-go-round, 
accordingly, has begun to spin at a rate that might 
portend much trouble unless it is slowed down as 
planned. 
Financing the Government 


Even more importance is accorded to the almost 
inexhaustible amount of funds that in theory can be 
furnished by the commercial banks to finance the 
Government or business. Because it has been neces- 
sary to finance the huge war debt of the Government 
on the easiest terms possible, the Federal Reserve 
Board has steadfastly held all interest rates rela- 
tively low and must continue to do so indefinitely, 
although the availability of easy money has naturally 
encouraged business borrowers to finance their opera- 
tions on an increasing scale at the banks. 

Since to the Federal Reserve Board is entrusted 
the responsibility of controlling all forms of credits 
in order to counteract inflationary forces now shap- 
ing up, it is interesting to study the pattern they 
have followed in recent months and its possible 
repercussions on the various forms of banking that 
extend credit or facilitate its use. Because the recent 
curtailment of potential bank lending has attracted 
considerable attention, we will discuss this first, 
although it was actually a third step in a carefully 
devised program. 
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In the forepart of 1950, business loans held by the 
members of the Federal Reserve System expanded 
only moderately, but following Korea they rose at 
an unprecedented rate until a few weeks ago. As of 
December 20, total business, commercial and agri- 
cultural loans were reported as $17.8 billion, a rise 
of $4.3 billion since June 21. Accounting for this 
sharp increase was the rush of business firms to accu- 
mulate inventories to keep abreast of heavy war 
scare orders, as well as to anticipate rising prices, 
allocations and acute shortages of many forms of 
materials and finished goods. When military orders 
began to accumulate, this largely offset the subsidence 
in consumer war scare buying, so that borrowing 
continued apace. 


Record Auto Financing 


Another important factor in the situation was 
increased borrowing from the banks by finance con- 
cerns that were purchasing record amounts of auto- 
mobile instalment credit paper as production of new 
cars attained peak proportions. Of similar effect was 
a rise of “other loans,” mainly to individuals, to 


' $5.8 billion from $4.8 billion on June 21, 1950, while 


real estate loans expanded from $4.6 billion to $5.2 
billion. 

Because pleas of the Federal Reserve to the banks 
to use voluntary restraints in their loaning policies 
proved not sufficiently effective, the FRB stepped into 
the picture with an edict to raise by $2 billion the 
amount of reserves that member banks are required 
to deposit with the Federal Reserve banks. This step 
had the effect of freezing about $12 billion of poten- 
tial bank credit that otherwise would have been 
available. 

In order to ease the impact of this order, the New 
York and Chicago banks can gradually increase their 
reserves from the present 22% of demand deposits 
to 23% on January 11 and to 24% on January 25, 
still leaving a 1% margin before reaching the legal 
limit of 25%. Banks in other cities as well as in rural 
locations must gradually increase their reserves to 
a legal limit of 20% and 14% respectively. All mem- 
ber banks will have to increase their reserves on 
time deposits to 6% from the present 5%. 

As a preliminary to the foregoing curbs, the Fed- 
eral Reserve Board made effective on October 12 
its well formulated Regulation X, designed to restrict 
residential construction credit and to mitigate an 
approaching shortage of building materials essen- 
tial to the defense effort. Under the regulation, maxi- 
mum permissible loan amounts, minimum down 
payments and maximum maturities were revised to 


accomplish the desired purpose of discouraging the 
continuance of abnormally heavy mortgage credit 
expansion in the home field. In anticipation of these 
curbs, however, the number and amount of new loans 
accepted prior to October 12 tended to soar, with the 
result that completed transactions to date have in- 
creased rather than diminished, although very shortly 
the Regulation will prove highly effective. 

The reissuance of Regulation W in order to ease 
inflationary pressures has directly complemented the 
other various steps taken by the Federal Reserve 
Board. This measure to enforce heavier down pay- 
ments and shorter maturities on goods purchased 
with instalment credit naturally should deter many 
consumers from purchasing goods for which they 
have no ready cash to pay in full. While both in theory 
and practice, the employment of instalment credit to 
supplement savings has proved eminently sound, if 
held within reasonable bounds, the extra purchasing 
power created on an initial transaction is passed on 
to others and thus tends to swell the demand for 
other kinds of merchandise. At a time when the pro- 
duction of civilian goods is bound to shrink markedly, 
as in the near term, this over-abundant money supply 
would only serve to push prices upward. 


Widening Effects 


The process, furthermore, is not quite so simple 
as it might appear, because in the final analysis the 
extension of instalment credit or even the use of 
single payment business credits means heavy reliance 
on bank credit that, as we have pointed out, exerts a 
primary leverage on inflation. The big finance com- 
panies, in order to make loans to customers on a vast 
scale or to purchase their receivables, in turn have 
to resort to institutional loans extensively to carry 
on their operations, since their own capital resources 
are necessarily disproportionate to the huge volume 
of business they transact. Regulation W, accordingly, 
by lifting the minimum downpayment on major ap- 
pliance to 25% from 15%, on furniture to 15% from 
10%, and by reducing the maximum maturity on these 
and passenger car instalment loans to fifteen months, 
strikes right at the heart of the inflationary problem. 

Although in relation to the consistent rise in na- 
tional income, the postwar ascent of consumer credit 
to a recent peak level of almost $20 billion has not 
been at all alarming, the size of it has become some- 
thing to consider in view of the economic complexities 
now shaping up. Aside from their inflationary char- 
acteristics, the kind of goods mainly purchased 
through the medium of instalment loans, namely au- 
tomobiles and other hard goods with a large metal 


























Statistical Data on Leading Finance Companies 
1950 
——_———9 Months — Estimated ————1949———— 
Net Net Total Net Price Range 

Receivables Income Per Net Per Receivables Per Div. Div. Recent 1950-51 
—/($ millions)—— Share Share ($=millions) Share 1950 Yield Price High-Low 
Associates Investment Co...............cccceeceeeeees $5818 $ 84 $ 7.65 $ 9.00 $5963 $ 869 $ 450 10.7% 4154  59%-39% 
Beneficial Industrial Loam...............cccccccecseeeeteee | teeees 7.51 2.33 2.90 261.02 2.77 1.75 8.0 21%  26%4-20% 
acs Wi MINI 505 bcusackpesBovetbcacssdcesseacevseuiccaaSor >) Seksacs 25.5 6.72 8.75 3,308.7 6.81 5.00 11.3 43% 6814-4114 
CCAIR MOPED 5 cicocoscvcasassdstorstsessncoeventarnes 1,689.5 16.1 7.00 9.50 1,971.7 9.16 480 10.4 45%, = 67% -432 
SE OSS REO nn eet ene ere Cee tee to eee 1.6 1.39 1.60 233.33 83 50 8.6 5% 8Y%- 5% 
SRE eters are eo ey Ren ne Gane 9.7 3.38 4.00 379.12 3.52 2.20 69 31%  3834-29% 

1_—After $835,703 debenture redemption charges. 3—Total volume of business. 

2—Loans outstanding. 
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content, are those bound to shrink in supply 
as military production mounts. To increase 20 
the availability of raw materials for muni- 
tions and to hold the cost of the Defense 18 
Program down, therefore, the reissuance of 


Regulation W carries added significance. 16 

Uptrend Slowed 4 

Since September, when Regulation W be- 12 
came effective in its more severe restrictions, 

the volume of instalment credit outstanding 10 


has continued to rise, although at a lesser 
rate than formerly. This was only natural 
in view of the rush by dealers and consumers 
to satisfy their desire for goods before ap- 
proaching shortages would appear. That the 
rate of gain in paper outstanding tended to 
lessen, was less attributable to a shrinkage 
in available goods than to a build-up in cau- 
tion by consumers faced with the certainty 
of incomes pinched by rising taxes, tempo- 
rary job dislocations and a growing reluct- 
ance to mortgage future earnings until the 
air clears. Henceforth, of course, the rapidly 
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shrinking supply of consumer durables will 
automatically curtail instalment paper outstanding, 
and no doubt on quite an impressive scale. 

To what extent the earnings potentials of the lead- 
ing finance concerns will be adversely affected under 
the new conditions now forming is as yet obscure, 
although beyond doubt their profits in 1950, as 
with many other forms of enterprise, may have 
established a peak for a long time to come. On the 
other hand, their quarterly earnings well into next 
year should continue to be unusually satisfactory be- 
cause of heavy present holdings of instalment paper 
and receivables. Earnings from these investments 
accrue only as periodic repayments are made, so that 
when the amounts held at a given time are large, 
assurance of good profits for at least six months or 
longer is established. 

As time has passed, investors have accorded in- 
creased recognition of the shares of the more impor- 
tant finance companies, as the nature of their opera- 
tions became more clearly understood. The business 
risks incurred by the better managed concerns in this 
field are less than might be assumed, their actual 
losses have been very small in proportion to volume, 
and sizable reserves from earnings have been estab- 
lished to allow for these. 

Liens on merchandise, warehouse receipts for 
cotton and other goods, credit insurance, doubly 
guaranteed loans, and above all the fundamental ad- 
vantage that periodic repayments in excess of depre- 
ciation continually expand collateral values, combine 
to create sound fundamentals in this active industry. 
Operations are also of a kind to permit flexibility in 
leaner periods, as became evident during World War 
II, when more than one prominent finance concern 
substantially pared overhead expenses by reducing 
the number of branch offices temporarily, and on a 
countrywide scale. Bank indebtedness, furthermore, 
rapidly shrinks in line with any recession in the 
acquisition of new receivables. 

Finance companies vary so much in the character 
of their specialized operations and policies, that selec- 
tivity by investors is quite essential. C.I.T. Financial 
Corporation is a leading unit in the field, with annual 
volume in the past three years well exceeding $3 bil- 
lion. Purchase of wholesale and retail automobile 
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instalment notes in the United States and Canada, 
financing the acquisition of industrial equipment, and 
through subsidiaries underwriting various forms of 
business insurance account for the company’s major 
activities. Extensive experience in the loan field has 
enabled C.I.T. in the past ten years to operate with 
net losses of only one half of one percent on its huge 
volume. The company now concentrates almost ex- 
clusively on instalment financing, factoring and in- 
surance, having disposed of the last of several manu- 
facturing subsidiaries formerly owned. 

Operations in 1950 were very successful, net earn- 
ings of $6.72 per share for the first nine months 
(after retroactive income taxes but not allowing for 
EPT) comparing with $4.82 in the same span of 
1949. Since the tax base of this company will be only 
relatively favorable, excess profits taxes may pare 
net earnings considerably, but should still warrant 
continuance of $1 per share quarterly dividends for 
some time to come. In support of this surmise, as of 
September 30, 1950, C.I.T. reported deferred income 
and unearned insurance premiums that totaled $122.9 
million versus $94.9 million a year earlier. Consider- 
ing everything, a recent price of 44 for C.I.T. shares, 
compared with a 1950 high of 6814, has quite lib- 
erally discounted a coming downtrend in net earn- 
ings. If total dividends of $5 per share paid in 1950 
were cut in half, a yield of better than 5.5% would 
result. 


Commercial Credit Company 


Since we made a special survey of Commercial 
Credit Company of Baltimore in the preceding issue 
of our Magazine, we will discuss this strong company 
more briefly. Like its competitor, C.I.T., Commercial 
Credit’s large volume will undoubtedly contract sub- 
stantially in 1951, although possibly less fast. This 
because the company derives considerable revenues 
from several manufacturing subsidiaries that should 
give a good account of themselves in the defense 
economy, and both the factoring and insurance divi- 
sions should continue to prosper. 

High level earnings in 1948-49 also create a favor- 
able tax position. For (Please turn to page 406) 
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issues by insurance companies and certain institutional 
investors. The latter sellers have now finally adjusted 
their portfolios for the year and pressure from this 
source has eased. Since November, the Federal Reserve 
has bought more than $700 million bonds to help sta- 
bilize the market and has kept a firm hand on the situa- 
tion by lowering bids only fractionally at intervals. 

A further influence towards somewhat lower bond 
prices has been a modest advance in short term interest 
rates stimulated by the Federal Reserve in order to check 
a record rise in business loans that attended the post- 
Korean boom. In line with higher current yields on short 
term securities, the Treasury Department also aided the 
uptrend by refunding $8 billion of bonds and certificates 


By J. S. WILLIAMS 


i turn of the year seems to find the fiscal 
authorities somewhat closer together towards accept- 
ance of the view that more flexibility in monetary 
policy is needed if future problems are to be solved 
satisfactorily, and these problems are by no means 
small. The vast military program must be financed, 
heavy refunding operations conducted smoothly and 
inflationary forces met head on, all involving fiscal 
problems of the first order. Nevertheless, there is 
little to suggest that the 1951 bond market will ex- 
perience any marked departure from the pattern of 
1950, a year in which prices and yields showed only 
moderate fluctuations, and then for special reasons. 

During the year just finished, the Federal Reserve 
Open Market Committee encouraged an orderly de- 
cline in the price of long term Government obliga- 
tions through liquidation of about $2.5 billion in 
Victories and other bonds with maturities of more 
than five years. These policies stemmed from a de- 
sire to pave the way for some sizable Federal refund- 
ing operations with broadened public appeal, and 
since Korea to lift interest rates somewhat as a 
curb on inflation. In consequence, the price of Victory 
bonds callable in 1967 receded in the course of a year 
from 103-10/32 to a recent low of 100-22/32. It is 
considered probable that an approximate “floor” has 
now been established for an indeterminate period in 
order to hold the line on Government long term 
financing at close to 214%. 

The bulk of the foregoing operations was con- 
ducted in the first half of 1950, and quite naturally 
tended to weaken the price of longer term Govern- 
ment bonds other than Victories, although in lesser 
degree. The program of the Federal Reserve was 
aided by rather large scale liquidation of similar 
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maturing December 15 and January 1 by an ex- 
change offer of five year 134,.% treasury notes com- 
pared with 114% the year before. This caused Treas- 
ury bond prices to recede, especially in the longer 
term bank eligibles and in the partially tax exempt 
issues, but since then quotations have become quite 
stabilized. 

Until about midyear of 1951, at least, the Treasury 
will likely have ample cash to meet its expanding 
requirements, although soon after, huge military 
expenditures will be of increasing import. This tem- 
porarily comfortable position has been attained by 
a wise move last Fall that permits savings institu- 
tions to purchase up to $1.1 million of F and G 
savings bonds annually, superseding the former limit 
of $100,000. 

Large scale sales of these issues by the Treasury 
more than offset a wave of redemptions of E bonds 
by the general public that reached a peak in August, 
when redemptions exceeded purchases by $124 mil- 
lion. Scares of inflation and the need for ready cash 
to finance increased down-payments on homes, auto- 
mobiles and other durables largely accounted for the 
scramble to cash in the E bonds, but the rush has 
gradually subsided in recent months. 


Big Refunding Operations Ahead 


Looking ahead, the problem of how to refund 
more than $3 billion E bonds in 1952, $6 billion in 
1953 and $7 billion in 1954 can hardly be settled 
without some effect upon bond prices in general. 
Additional uncertainties are created by the prospect 
that increased income and excess profits taxes will 
not obviate the need for financing heavy Federal 
deficits. Whatever ensues, bond yields are more likely 
to rise moderately than the reverse, although steps 
can undoubtedly be taken to hold any advance to 
relatively narrow limits. The Insurance Companies, 
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for example, point out that if Government ob- 
ligations were available to yield 3%, many bil- 
lions of dollars in savings entrusted to their care 
could be employed for investment in this medium. 
Holders of E bonds that will mature may be offered 
attractive renewal privileges and there is talk of 
even making payroll deductions for new purchases 
mandatory, though this may be a long way off. 


Short Term vs. Long Term Financing 


Signs are increasing that the Treasury will con- 
tinue to refund maturing obligations through offer- 
ings of short or medium term bills and notes at rates 
adjusted to current circumstances, rather than at- 
tempt any large scale long term financing. By swell- 
ing the supply of these short term securities and 
because of their slightly improved yield, it has al- 
ready been found possible to make progress in two 
directions. 

For one, it has added a large volume of relatively 
short term securities to the holdings of institutions 
at rates attractive enough to deter them from sell- 
ing Government securities in order to make loans. 
Additionally, demand from corporations and private 
investors for the shorter term issues has expanded 
notably, thus relieving the banks of much responsi- 
bility for their absorption on a major scale. Hold- 
ings of Treasury bills by non-bank investors have 
more than doubled since the end of 1949. 

On the whole, the outlook for relatively stable 
bond yields in 1951 is quite encouraging. Beyond any 
question the Federal Reserve System is in a position 
to assure the continuity of relatively low interest 
rates, and if necessary can tap the enormous re- 
sources of the banks for whatever financing the Gov- 
ernment may require throughout next year. Member 
banks recently held about $3 billion Federal obli- 
gations less than a year earlier. Additionally, Con- 
gress has extended the power of the Federal Reserve 
to make up to $5 billion direct loans to the Govern- 
ment until 1952, in case of emergency. 

In order to clarify the various trends in bond 
yields that developed during 1950, we cite some 
statistics compiled by the Federal Reserve System 
as of October 28. In the course of a year, the return 
on taxable governments maturing from 7 to 9 years 
increased to 1.96% from 1.72%, while that on obli- 
gations maturing in 15 years or more rose to 2.38% 
from 2.22%. In contrast, the yield on high grade 
municipal issues declined to 1.79% from 2.21%, as 
the tax exemption feature of these issues added to 
their attraction in view of prospective highly income 
taxes. 

Allowing for this tax differential, muncipal bonds 
of top grade continue to command a price virtually 
equal to that of long term government issues. Since 
demand for municipals from institutions and wealthy 
investors should expand, while the supply may 
shrink somewhat as the military program gets under 
way, stable or firm prices in this division of the bond 
market appear assured. 

The yield on high grade corporate bonds in the 
twelve months period cited slowly but consistently 
rose to 2.67% from 2.59%. It will be noted that the 
spread between the return on bonds of this class and 
that on “riskless” long term governments is only 
.29%. The amount of new corporate bonds placed 
on the open market in 1950 was very limited in- 
deed, as the bulk of large scale borrowing was pri- 
vately negotiated with insurance companies. Since 
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such policies will not likely change in 1951 and loans 
for expansion purposes may be restricted to the ful- 
fillment of military requirements, there is only a 
slim chance of much variation in the prices and 
yields on this kind of securities. Much the same holds 
true of corporate bonds with lesser ratings. Yields 
on more speculative corporate bonds, while slightly 
lower than a year earlier, have remained virtually 
stationary throughout 1950. 

The much improved outlook for satisfactory earn- 
ings by the railroads has exercised moderate upward 
pressure on their prices of railroad bonds, with the 
average yield on high grade issues declining from 
3.20% in the Fall of 1949 to 3.10% recently. Specu- 
lative rail bonds have naturally risen faster in price 
in line with the broad advance in rail stocks char- 
acteristic of the recent stock market. At this writing, 
railroad bonds of various quality are selling close 
to their 1950 highs. During 1951, increased freight 
traffic stimulated by defense activities, plus a favor- 
able tax position, should boost the earnings poten- 
tials of the railroads substantially. In that event, both 
high grade and speculative rail bonds should be in 
strong demand, suggesting a continuance of firm 
prices. 

While the average yield on public utility bonds 
has changed only nominally in the course of a year, 
current tight money conditions and an ample sup- 
ply of new issues point to an approaching slight in- 
crease in the return. The postwar expansion program 
of the utilities is still far from complete, and military 
requirements for electric power should tend to step 
up new construction projects in the near term. An 
average yield of 2.86% for prime utility bonds, while 
only .07% higher than a year earlier, indicates the 
possible start of a moderate trend towards lower 
prices. In support of this surmise, two high grade 
public utility issues recently appearing on the market 
proved to be rather “sticky,” and there is a good 
chance that the offering price may have to be reduced. 

By and large, the abnormally wide spread between 
bond yields and the return on common stocks will 
likely continue for some time to come, or at least 
until such time that (Please turn to page 408) 
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Churning 


The tradition of a year-end 
rise has been maintained—thanks 
to the Nov. 24-Dec. 4 reaction 
from the 1950 high of 235.47 in 
the Dow industrial average to 
222.33. From the springboard 
provided by that sell-off the aver- 
age rose to a December high of 
235.42, or by less than 6%, on the 
29th of the month. From a techni- 
cal viewpoint, the most signifi- 
cant thing is that December trad- 
ing volume was the heaviest since 
1929, with the industrial list fail- 
ing to better its November high. 
Nor is that the whole story. As 


_far back as the first week of last 


October the Dow average got to 
approximately 232; and _ since 
then well over 100,000,000 shares 
of stock have changed hands, with 
the maximum further rise in the 
average less than 1.5%. In short, 
the advance in war-favored in- 
dustrials has barely sufficed to 
balance softness in others. Re- 
gardless of the cross-currents, 
when the average gets nowhere to 
speak of over a period of a good 
many weeks, with trading volume 
far above average, that kind of 
performance is usually indicative 
of an intermediate correction in 
the making. At this season of pre- 
diction, this column opines that 
(1) the seasonal high of the first 
half of January is unlikely to be 
materially, if any, above the best 
level of late December; (2) that 
the high of late December or 
early January is unlikely to be 
surpassed for an extended time 
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to come; and (3) average stock 
prices probably be lower at the 
end of January than they were 
at the end of December. 


Auto ‘’Dogs” 


The basis for recent specula- 
tive activity in the lowest-grade 
automobile stocks—for instance, 
in Kaiser-Frazer, Packard and 
Willys-Overland — is that, since 
they have no promise in normal, 
peacetime competition, they have 
nothing to lose, and _ possibly 
something to gain, in a semi-war 
or war economy. Packard went 
from a 1942 bear-market low of 
1% to a 1946 bull-market high of 
125%. Despite the subsequent 
boom in the auto industry, the 
stock was back to 314 at the 1949 
low ,and sold as low as 33% in 
1950. Its price at this writing is 
4%. The 1942-1946 range of 
Willys-Overland was 13,—263/. 





From the 1946 top the stock zig- 
zagged down to a 1949 low of 
4l4. It has risen from a 1950 low 
of 514, to 1114, as of this writing. 
Kaiser-Frazer was publicly listed 
in 1945. The stock got to 1814 in 
1947, versus 17% in 1946, aided 
by a temporary spurt in earnings. 
It fell subsequently to 2% in 
1949; and rose this year from a 
low of 43% to 914 against 8 at this 
writing. These companies prob- 
ably will make moderate profits 
out of defense work. As to how 
much per share, your guess is as 
good as ours. Financially, Pack- 
ard is by far the strongest. With 
nearly 15 million shares of stock 
outstanding, its earnings and 
dividends — when the latter are 
paid — are generally in cents per 
share. Any dividend payment by 
Kaiser-Frazer or Willys-Over- 
land would rank as a real sur- 
prise. 














INCREASES SHOWN IN RECENT EARNINGS REPORTS 

1950 1949 
Firestone Tire & Rubber Co........................ Year October 31 $16.75 $8.81 
New York Central R. R. Sys..................... 11 months Nov. 30 2.15 81 
aC Ba Ee cl” ASS ey an RE 6 months Nov. 1 2.78 1.93 
cn SE ERE EEE CAE REE ne Ooo ae 11 months Nov. 30 4.10 76 
Beatrice Foods ... Licsseeee Nov. 30 Quar. 91 82 
Morrell, John, & Co. vessssseeee Year October 28 1.08 -10 
NINOS fs Sees 8s. NES careec cane Year October 31 4.99 2.72 
Dana Corp. scepidisaw asbnesetoansaabenete te Nov. 30 Quar. 1.42 87 
PiPAMMRT I a 555s sic.-0esscecws cca vecnitinenneekees Year October 31 8.08 4.84 
American Distilling Co. ........... te cecwbacuneh tees Year Sept. 30 4.71 3.45 
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High Yields 


Unusually high yields reflect a 
concensus of opinion that current 
rates of payment are temporary, 
or fortuitous, or well above prob- 
able “normal,” or insecure be- 
cause of wide fluctuations in 
earnings. On the basis of divi- 
dends paid in 1950, yields now 
range from roughly 11% to 14% 
on such leading stocks as Com- 
mercial Credit, Chrysler and Gen- 
eral Motors. That is so because 
earnings and dividends in the 
automotive field have passed their 
peak and can only trend down in 
1951, if not also in 1952. In some 
cases investors may be justified 
in “going for’ 7% yields, as 
against 6% yields — especially 
since the prevailing average for 
larger industrial companies is 
around 7.25%—but beyond a cer- 
tain point the higher a yield is, 
the more questions should it raise 
in your mind. The greater the 
margin by which it exceeds the 
average yield, the more should it 
be taken as a red flag of warning. 


Texas Company 


Oil stocks have been “going to 
town.” As a group, they passed 
their historic 1929 high in the 
limited general-market rise of 
1948, and the present level is 
much above the 1948 high. Where 
oil stocks are not at record levels, 
either there is something the mat- 
ter with them or their 1929 highs 
were exceptionally speculative. In 
every respect, including resources 
and integration, Texas Company 
is one of the most “solid” oil 
stocks. Especially when you re- 
member what kind of dollar we 
are using in pricing stocks, this 
one’s recent new all-time high 
just above 82 does not look at all 
extreme in comparison’ with 
highs of 71% in 1929, 651% in 
1937 and 68% in 1947; or in 
comparison with a book value of 
more than $77 a share, up some 
75% since 1940; or in comparison 
with a probable earning power of 
around $10 a share under the 
taxes now indicated for 1951. Re- 
flecting the high degree of tax 
shelter provided by the depletion 
allowance, the 1949 annual report 
to stockholders indicated that 
total income taxes that year 
equalled less than 14% of pre-tax 
income, whereas the general cor- 
porate rate in 1949 was 38%. 
Of the $6.50 in dividends paid in 
1950, $1 was early in January, 
out of 1949 profits. The “indi- 
cated” rate of $5.50 a year should 
JANUARY 
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be readily supportable, in view of 
the good earnings outlook and the 
strong finances. On that basis the 
yield is now 6.7%. One thing this 
column likes about Texas Com- 
pany is that the management 
takes pride in a reasonably liber- 
al dividend policy; and that pay- 
ments have been made each year 
since formation of the company 
in 1902. 
Splits 

The year 1950 brought an un- 
commonly large number of stock 
splits. Some of the more promi- 
nent issues involved were Allied 
Chemical, American Viscose, 
General Motors, Kroger Com- 
pany, Libbey-Owens-Ford, Ma- 
sonite, Minneapolis - Honeywell, 
Minnesota Mining & Manufac- 
turing, Nationa] Steel, Philco, 
Schenley, Thompson Products, 
Wheeling Steel, and Youngstown 
Sheet & Tube. So far, the splits 
pending definitely for 1951 in- 
clude Goodrich, Jones & Laugh- 
lin, Link-Belt, and Standard Oil 
of California. Action in the last- 
named case has, as usual, encour- 
aged hopes of splits in other high- 
er-priced oils, such as Standard 
Oil (New Jersey), Continental, 
Gulf, Texas, Amerada and Hum- 
ble, to name but some of them. 
However, there is nothing but 
market price to go on; it is a far 
from infallible indicator; and 
only the directorates ever have 
advance knowledge of splits. For 
example, Chrysler made its 1950 
high of 8414 last spring on a 
sharp bulge accompanying strong 
rumors of a split, which proved 
to have been wholly unfounded. 
The stock is around 70 now. 


Goodall-Sanford 


This company was formed in 
1944 as a merger of two textile 
units, each over 50 years old. The 
manufacture of men’s clothing 


and of pile fabrics accounts for 
the bulk of output. Its trade- 
marked men’s suits — mainly 
Palm Beach, Sunfrost, Spring- 
weave, Palm Springs and Leedo— 
are widely known and broadly 
distributed. Profits rose to a rec- 
ord $4.61 a share in the fiscal 
year ended June 30, 1947. In a 
general trade readjustment, they 
declined each subsequent year to 
a low of 50 cents a share for the 
1949-1950 year. However, a 
sharp improvement is now in 
progress. Since the EPT exemp- 
tion is relatively good on an aver- 
age-earnings basis, the stock, now 
around 20, may have speculative 
possibilities. It sold as high as 
473, in 1946, and as high as 33 
in 1947. The low, since public 
listing in 1944, was 1314 in 1950. 
The book value is over $39 a 
share, and the net working capi- 
tal over $21 a share. There is no 
funded debt, and only 39,600 of 
$4 preferred ahead of the 555,937 
shares of common. 


Tires 


The big tire makers will have 
an important amount of defense 
volume; with a record number of 
motor vehicles on the roads, civil- 
ian replacement needs will be 
high; and, barring global war, 
new-car output will be maintain- 
ed at a level that would have been 
considered pretty good prior to 
quite recent years. This combina- 
tion of factors suggests high-level 
sales and good operating mar- 
gins. Moreover, EPT exemptions 
are generally excellent. All of this 
explains the popularity of the tire 
stocks. In terms of price, the 
market rates Goodrich first, by a 
wide margin, around recent all- 
time high of 128; Firestone sec- 
ond, around 84; Goodyear third, 
around 66; and U. S. Rubber, at 
52, last. In past years the issues 

(Please turn to page 408) 


























DECREASES SHOWN IN RECENT EARNINGS REPORTS 

1950 1949 
Willys-Overland Motors, Inc. Year Sept. 30 $ .37 $1.04 
Consolidated Textile Co. Inc. Dec. 2 Quar. .29 42 
Wea y Mifess C06 oo oec cei ecececsntrcceetmnc WEG Sepia ae 4.02 4.41 
Spencer Kellogg & Sons 12 Weeks Nov. 25 -30 -65 
Southern Company ........................0...... 12 Months Nov. 30 1.11 1.43 
Jacobs Co. (F. L.) 4 Months Nov. 30 58 75 
Masonite Corp. ...................0.:ccceesreeeeess Nov. 30 Quar. 2.00 2.22 
eee UCICUE Cie 5 265s sms c cescccsiegaseceneceenens Year Sept. 30 +32 43 
Lanston Monotype Machine ..................... 6 Months Aug. 31 -67 1.32 
Dayton Power & Light Co.......................- Sept. 30 Quar. 42 47 
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Business Pattern Shaping 
Up For 1951 





(Continued from page 366) 


been inevitable; it would have 
been much worse, though, had 
there been no simultaneous up- 
surge in military orders. 

Even so, Detroit faces some un- 
settled weeks since compensating 
arms orders are not yet sufficient. 
Subsequent troubles will center 
on the expected labor pinch; right 
now, unemployment and_ labor 
shortages go side by side just as 
some companies experience boom 
conditions while others find it 
hard to stay in business. 


No Labor Pinch Until Spring 


A real labor pinch is unlikely 
until Spring. Where manpower 
now is short, it is due mainly to 
the high rate of civilian produc- 
tion and not to defense business 
which is still limited at present. 
Once military procurement gains 
momentum, so will the manpower 
shortage particularly in highly 
skilled categories. 

Similarly, it will be well along 
in Spring before any real pinch 
in civilian goods will be felt, and 
possibly not before mid-year. In- 
ventories of finished goods are 
fairly high and a substantial out- 
put should continue to roll out as 
in-process inventories and raw 
materials stocks are being used 
up. Unless a new wave of scare 
buying develops, soft goods 
should remain in ample supply; 
the hard goods supply is of course 
bound to shrink quite rapidly as 
cutbacks take hold. 

But by and large, we shall still 
be far from anything like real 
austerity, no matter which com- 
parison we may choose to make. 
There will still be a lot more that 
we as a nation had before World 
War II, and certainly much more 
than any of our allies have now. 
There may be dislocations and 
inconveniences, and our standard 
of living is bound to slide off 
some, most of all for those at the 
top while lowest income groups 
will probably be able to maintain 
their standards. And as industri- 
al expansion proceeds, there 
should be progressively more 
“butter” on top of the “guns” 
needed. 

Business will be more concern- 
ed about the curtailment it faces 
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than about markets. There is 
little worry regarding demand; 
most industries take it for grant- 
ed that they will be able to sell 
all they can make, and such an 
attitude seems justified enough. 
Hence the willingness to carry in- 
ventories and place forward com- 
mitments which can be expected 
to maintain activity even in the 
absence of heavy defense orders, 
and even should some temporary 
slackening of retail trade appear. 

Nor need there be any concern 
about purchasing power. High 
employment at rising wages plus 
quickening arms orders leave no 
room for it. Concern, if any, cen- 
ters on the prospect that demand 
will exceed supply—in other 
words, inflation. It’s our biggest 
problem and unfortunately still 
far from solved. 

In view of the continuing 
strength of total demand and the 
pressures arising from the arms 
effort, the fairly general advance 
in prices in recent months was 
not unexpected, and upward pres- 
sure continues. To counter-act it, 
the authorities have resorted to 
a “voluntary” price freeze, ad- 
mittedly a stop-gap measure until 
mandatory price controls can be 
instituted and enforced. It’s a 
troublesome system with three 
distinct weaknesses: (1) Absence 
of simultaneous wage controls 
without which no price ceilings 
can be made to stick. (2) High 
farm price supports. And (3) 
imported materials cannot be ef- 
fectively controlled. 


Confusion on Pricing 


Also, when it comes to pricing 
civilian goods under the proposed 
profit formula, Washington and 
business are not talking the same 
language. The former looks at in- 
dustry’s big 1950 profits. Busi- 
ness looks towards 1951 when re- 
duced production will mean high- 
er break-even points and smaller 
profit margins. This is a basic dif- 
ference that will have to be re- 
solved by the time the Govern- 
ment is ready with mandatory 
price controls, which might be in 
two or three months. Wage con- 
trols, too, will then have to be 
faced. Their arrival is part of the 
nearer term picture rather than 
a longer range prospect. One of 
the problems, in this connection, 
is to reconcile cost-of-living 
clauses and so-called “improve- 
ment factors” in union contracts 
with the need to stabilize wages 
and prices during the mobiliza- 


tion period. 

As to the pattern of price con- 
trol, the latest request for volun- 
tary ceilings will be supplement- 
ed, and eventually wholly super- 
seded, by piecemeal forcible con- 
trols such as already started in 
the automobile industry. The ex- 
pectation is that within a few 
months, the piecemeal will have 
become the over-all—just as fast 
as Government enforcement ma- 
chinery can be set up. Standards 
will remain tied fairly closely to 
profits. 

Business will be asked not to 
raise prices even if costs go up, 
provided that present prices will 
hold total profits at the present 
level. This is a formula that, un- 
less revised, could develop plenty 
of leaks. But it also implies that 
the Government would expect 
business to absorb at least a large 
part of increased taxes, wages 
and other costs. 


Profit Limitation 
in Arms Contracts 


Another attack on profits stems 
from declining civilian goods 
production and narrower profit 
margins on arms contracts. Any 
profit decline in the first quarter 
should however be relatively 
mild, despite EPT and other tax 
boosts, compared with what 
might follow though there will be 
many exceptions to such a trend. 

Appraising the outlook ahead, 
it is not difficult to come to broad 
conclusions: Stepped-up mobili- 
zation, but not all-out war, will 
mean much more rearmament, 
stiffer taxes on individuals and 
corporations, complete materials 
allocation and manpower control, 
mandatory price and wage ceil- 
ings and some more inflation in 
spite of them, more bottlenecks 
and deeper civilian cutbacks, low- 
er corporate profits, much fewer 
hard goods for consumers though 
no great reduction in the soft 
goods supply, less private build- 
ing but more industrial and de- 
fense-type construction. 

All of these conclusions are ad- 
mittedly rather obvious but nev- 
ertheless important because they 
delineate the kind of environment 
in which business and the people 
will have to work and live in the 
year ahead. Business as a whole, 
despite dislocations, will be good. 
Gross National Product in 1951 
should exceed $300 billion com- 
pared with a current annual rate 
of $285 billion, and while some of 

(Please turn to page 410) 
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The Business Analyst 





MONEY AND CREDIT—Common stocks closed the old year 
in a buoyant mood, with all three of our major indexes estab- 
lishing new highs since 1946. Sixteen of the 46 group indexes 
also made new highs for various periods, as tabulated on the 
second page following. Among groups conspicuously stronger 
than the market were aircrafts, air lines, automobiles, coal 
mining, miscellaneous metals, railroad equipment, railroads, 
shipbuilding, sugar and textiles. Volume during the closing 
fortnight of December was the heaviest in over ten years. 
Preferred stocks and New York bank stocks were up only 
fractionally during the fortnight, but corporate bonds edged 
forward to the best average level since 1947. Foreign govern- 
ment dollar bonds were off fractionally, as were both classes 
of the Victory 2¥2s upon announcement of higher reserve 
requirements. Demand deposits with the weekly reporting 
member banks rose $1.3 billion during the fortnight ended De- 
cember 20, making total expansion of $3.8 billion for the fiscal 
year to date. Commercial loans expanded an additional $540 
million to a total of $4.2 billion since June 30. Despite grape- 
vine rumors that reserve requirements were about to be raised, 
the banks reversed their months-old policy and purchased 
$566 million of Government securities, thereby reducing to 
$2.8 billion the decline in their holdings since June 30. Earn- 
ing assets were up $1.6 billion, making a total increase of 
$3.4 billion for the fiscal year to date. In a mild reversal of 
its inflationary activities, the Federal Reserve sold $192 mil- 
lion of its Government securities holdings during the fortnight 
ended December 27. This and a further drop of $131 million 
in our monetary gold stock were partly responsible for a 
decline of $291 million in member bank reserves which, how- 
ever, are still $1.2 billion larger than on June 30. Last year’s 
loss of $1,632 million in monetary gold was the largest for 
any year in our history; but holdings, though about $2 billion 
below the record high of $24,691 million reached on Septem- 
ber 21, 1949, are still nearly $3 billion above the post-war low 
of $20,029 million on December 5, 1945, and constitute about 
60% of the world’s known supplies of the precious metal 
outside of Russia. The outflow of gold has been due in part 
to a return of favorable foreign trade balances for several 
nations and to fears that our emergency program might lead 
the U. S. A. to block the free movement of funds abroad. Since 
Korea, for example, fears of a total war have been redirecting 
large amounts of foreign refugee capital, much of which is 
in dollars, to Uruguay, which is often referred to as the 
“Switzerland of the Americas,” because it still assures pro- 
tection for free enterprise and security for investors. Reserves 
required on demand deposits with member banks will be 
raised 2% between January 11 and February 1, by two hikes 
of 1% each. Reserves on time deposits will be raised 1% to 
the present legal limit of 6%, on January 11 for central re- 
serve and reserve city banks, and on January 16 for the so- 
called “country” banks. There is still leeway for an additional 
raise of 2% in reserve requirements for central reserve banks 
in New York City and Chicago before reaching the present 
legal ceiling of 26%; but, without authorization by Congress, 
no further raise will be permissible for reserve city and country 
banks. The F. R. B. says these steps will lift total reserve re- 
quirements by about $2 billion, thereby averting a potential 
boost of around $12 billion in bank credit. Like other Admin- 
istration artifaces ostensibly aimed at curbing inflation, this 
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latest device will also prove ineffective—first, because the step 
was delayed until a season when commercial loans usually 
decline normally and second, because continued support of 
Government securities prices will make it necessary for the 
banks to sell Governments and invest the proceeds in higher- 
yield business loans in order to prevent the loss in earnings 
which would otherwise result from the forced contraction in 
their total earning assets. Moreover, if one may rely upon 
precedent, the Federal Reserve will in due time restore to the 
banks the $2 billion taken from them by this hike in reserve 
requirements, through continued purchases of Government 
securities in excess of amounts disposed of by the commercial 
banks. In fact $1.2 billion was thus supplied during the first 
half of the current fiscal year, with much more to come when 
the Government resumes deficit financing on a large scale. 


2. 
Uv 





TRADE—Department store sales throughout the nation in the 
final pre-Christmas fortnight ended December 23 spurted to 
an average level 13% above the corresponding interval in 
1949; but the year-to-year gain for calendar year 1950 was 
only 5% in dollar total, indicating a slight decline in unit 
quantities. 

(Please turn to the following page) 
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Latest Previous Pre- 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago _— Harber* 
MILITARY EXPENDITURES—$b (e) Nov. 1.56 1.52 1.20 1.55 (Continued from page 395) 

Cumulative from mid-1940. Nov. 404.4 402.8 389.6 13.8 INDUSTRY — Outstanding aspect of the 

FEDERAL GROSS DEBT—$b Dec. 27 256.6 256.7 256.8 55.2 | business outlook for 1951 is the probability 
MONEY SUPPLY—6o le pope ge MR 

Demand Deposits—94 Centers______ | Dec. 20 51.8 51.7 47.3 26.1 . a as — rine 

= to attack the disease at its sources instead 

Currency in Cir Dec. 27 27.9 27.9 a7 10.7 A A oe 

of treating merely the symptoms with politi- 

BANK DEBITS—13-Week Avge. cal palliatives. Conversion from a peace- 
New York City—$b Dec. 20 10.30 10.30 8.74 4.26 | time to a near-war economy will be ac- 
93 Other Centers—$b Dec. 20 15.60 15.56 12.59 7.60 | complished with only a minor and tempo- 
PERSONAL INCOMES—$b (cd2) me 233 231 205 102 rary dip in overall business activity though 

Salaries and Wages | og. 156 154 136 66 some industries will suffer from material 

Proprietors’ | Oct. 46 45 40 23 shortages. 

Interest and Dividend Oct. 19 21 20 10 o 

Transfer Payments Oct. 12 11 12 3 COMMODITIES—Spot and futures indexes 

(INCOME FROM AGRICULTURE) Oct. 21 20 19 “10 closed the old year at new all-time highs. 
POPULATION—m (e) (cb) Nov 152.7 152.5 150.2 33.8 ed 
pantettitetienss Age 26 & Over... | Mov 112 «114111011018 BUSINESS ACTIVITY expanded sub- 
eines atl Nov 65.4 65.4 643 57.5 | Stantially during the fortnight ended De- 
Military Nov 1.94 173 1.44 1.89 | cember 23 but the rise was even sharper 
Civilian Nov 63.5 63.7 62.9 554 | in the corresponding interval of 1949, so 
Unemployed Nov 22 19 3.4 3.8 that the margin of gain over a year earlier 
Employed Nov 613. 61.8 = 59.5 ~—«51.8_—~ | Narrowed a bit to 10.3%. 
In Agricultur Nov 7.6 8.5 7.9 8.0 * i i 
Non-Farm Nov 53.7 53.3 51.6 43.8 It is high time for America to be alerted, 
At Work Nov 52.3 517 50.1 43.2 | not only to the grave menace of commu- 
Weekly Hours Nov 41.1 41.5 40.0 42.0 | nism, bent upon destroying civilization, but 
Man-Hours Weekly—b Nov 2.15 2.15 2.06 1.82 | also to the danger that we may be de- 
EMPLOYEES, Non-Farm—m (Ib) Nov 458 459 428 375 | Stroyed from within by stepped-up SO- 

i aaicliaiaat Nov 60 60 58 48 CIALISTIC efforts to kill the ambition, 

eee sie 13.0 13.1 113 Wy initiative and resourcefulness that have 
ship Deus Nev aa 43 39.1 404 made our nation the world’s strongest. 
Hourly Wage (cents) Nov 151.0 150.1 139.2 77.3 OR yea 
Weekly Wage ($) Nov 62.06 61.99 5443 21.33 For —- ny _ oe _ a or 

tranquil peace, the New-and-"Fair” Deal- 

pan (Ib2) ~ 26 _ ese Meas ers have seized upon one EMERGENCY 
: : : ; “ ‘ after another, real or synthetic, as a pretext 

COST OF LIVING (Ib3) Nov 175.6 1748 168.6 100.2 to shove the country along the road to 

Food Nov 209.5 209.0 2008 113.1 socialization of industry. There are many 

Clothing Nov 195.0 193.4 186.3 113.8 indications that the present, greatest of all 

Rent Nov 125.4 125.0 122.0 107.8 crises, will be so utilized again. 

RETAIL TRADE—$b . e ” 

Retail Store Sales (ed) bev. 11.65 1208 1087 472 Loyal ot the labor leaders’ party line, 
Durable Goods Ve 3.73 4.25 3.35 1.07. | which aims to eliminate the incentive of 
Non-Durable Goods__ | Nov. 7.92 7.83 7.52 3.65 | PROFITS, the E. S. A. has ordered a so- 

Dep't Store Sales (mrb)——____ | Noy. 0.88 0.91 0.84 0.42 | called but specious “voluntary general 

Retail Sales Credit, End Mo. (rb2)— | oct. 11.58 11.60 8.86 5.46 | price freeze,” ostensibly designed to bar 

MANUFACTURERS’ price increases which would lift profits 

New Orders—$b (cd) Total ie 246 23.6 172 146 before taxes above the 1946-9 average. 
a sciihlias Mien ee 12.1 15 69 71 | Since corporate income taxes have already 
aecesinaeaiiy emaile ay 125 12.1 103 75 | been raised sharply, and will be boosted 

Shipments—$b (ed)—Total ie 228 213 170 33 | Still farther before long, the covert object 
Durable Goods. Oct. 103 9.5 6.6 41 of this edict is obviously to cut net profits 
Ee EN in 12.5 118 10.4 42 | after taxes, which are needed now more 

than ever to help finance expansion and 
BUSINESS INVENTORIES, End Mo. lower costs of production as aids to our 

Tetal—$b (cd) Oct. 58.8 56.0 53.1 28.6 | defense effort. 
enarnined Oct. 31.3 303-288 16.4 As a PRICE DEFLATANT, the effect of 
Wholesalers’ Oct. 10.2 9.8 9.2 4.1 | eliminating net profits entirely would be 
Retailers’ Oct. 17.3 15.9 15.1 8.1 | almost negligible. For the 1946-49 period 

Dept. Store Stocks (mrb) Oct. 2.8 2.5 2.3 1.4 | they averaged only 7% of the gross na- 

BUSINESS ACTIVITY—1—pc Dec. 23 178.2 176.5 1644 1418 tional product; yet wages and salaries 

(M. W. S.)—1—np. Dec. 23 210.4 208.4 1908 146.5 (which averaged 56% of the gross national 
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Latest Previous Pre- 
K Wk.or Wk.or Year Pecrl PRESENT POSITION AND OUTL 
Date Month Month Ago Harbor* — 
INDUSTRIAL PROD.—1—np (rb) Nov. 215 217 173 174 ; 
ie Mining i 162 166 141 133 product), along with wholesale prices, were 
ity Durable Goeds Mfr See 260 262 181 220 80% higher than in pre-war 1941! Another 
a Non-Durable Goods Mfr Mow, 195 196 177 151 joker in the order almost completely de- 
‘ molishes the pretension that it is a price- 
| CARLOADIN _ 
wn prone rene i a3 ised 773 623 833 control measure. Merchants and processors 
i iis tk, tek on 375 385 303 379 are permitted to raise their dollar profits 
= pa ” sin ” il 156 before taxes by amounts equal to future 
a wate * 3 - 43 increases in costs; yet no concrete actions 
ELEC. POWER Output (Kw.H.) m= | Dec. 23 7,033 6985 5,994 3,267 have been taken yet to stabilize wages 
: : ia 
gh SOFT COAL, Prod. (st) m Dec. 23 “| le | Oe ee 
ial Cumulative from Jan. 1_______ | Dec. 23 497 486 431 446 - ‘ ‘ 
Stocks, End Mo Oct. 1 70.4 64.3 47.1 61.8 
PETROLEUM—(bbis.) m The absurdity of such phony measures to 
es Crude Output, Daily. __—| Dec. 23 5.8 5.8 5.0 4.1 curb INFLATION is heightened by failure 
1S. Gasoline Stocks. Dec. 23 113 WW 110 86 of the Administration to practice what it 
Fuel Oil Stocks. Dec. 23 40 42 62 94 preaches. Thus, on the same day that Ford 
b- Heating Oil Stocks Dec. 23 73 77 79 55 and General Motors were ordered to re- 
e- LUMBER, Prod.—(bd. ft.) m Dec. 23 734 774 665 632 scind their price advances on higher-cost 
er Stocks, End Mo. (bd. ft.) | ia 6.5 6A 7A 126 1951 models, the Government itself hiked 
so the price of synthetic rubber by 32! 
er STEEL INGOT PROD. (st) m Nov. 8.01 8.74 4.22 6.96 
Cumulative from Jan. 1_W-_-____ | Nov. 88.3 80.3 70.2 74.7 * * * 
ENGINEERING CONSTRUCTION . 
d AWARDS—$m (en) Dec. 28 WI 692 67 94 Government mediators, moreover, have 
U- Cumulative from Jan. 1_-___ | Dec. 28 12,351 12,240 8,157 5,692 since concluded a three-year, no-strike, 
agreement with some 300,000 railro 
ut MISCELLANEOUS . hivagparin 
roadmen and yardworkers, granting sub- 
e- Paperboard, New Orders (st)t. Dec. 23 172 205 153 165 ial : " b Z 
>. inadl ‘le Cla: Sek oe Sak ba a ~ te a stantial wage increases and embodying a 
a i pine : ‘aaeieiie ie liberal cost-of-living escalator clause. Cost 
‘ _ ccanaals . 
a . saan sep = Nov. 530 546 492 352 to the RAILROADS will be about $130 
” nse ie Hs Aa i ia ne ae. on 651 638 323 million yearly, thereby probably necessitat- 
pitti tone lige es (tt}t_— | Oct. 68 6 st 54 ing still another freight rate increase. 
Do., Synthetic Oct. 51 50 34 1 
n- 
J. b—Billions. cbh—Census Bureau. cd—Commerce Dept. cd2—Commerce Dept., lly adjusted thly totals at annual rate, before taxes. 
edib—Commerce Dept. (1935-9—100), using Labor Bureau and other data. e—Estimated. en—Engineering News-Record. |—Seasonally adjusted index 
Y (1935-9—100). Ib.—Labor Bureau. Ib2—Labor Bureau (1926-100). Ib3—Labor Bureau (1935—100)#It—Long tons. m— Millions. mpt—At mills, publishers, 
xt and in transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np—Without compensation for population growth. pc—Per capita basis. 
to rb—Federal Reserve Board. rb2—Federal Reserve Bocrd, instalment and charge accounts. st—Short tons. t—Thousands. *—1941: November, or week 
ry ended December 6. 
1] THE MAGAZINE OF WALL STREEET COMMON STOCK INDEXES 
No. of 1950 Ind (Nov. 14, 1936, Cl.—100) High Low Dec. 22 Dec.30 
Issues (1925 Cl.—100) High Low Dec. 22 Dec.30 100 HIGH PRICED STOCKS 106.95 85.27 105.90 106.95D 
e, 325 COMBINED AVERAGE .. 177.6 134.7 174.4 177.6D 100 LOW PRICED STOCKS 220.24 151.88 214.77 220.24D_ 
of 4 Agricultural Implements ..... 248.0 180.7 248.0D 246.5 5 Investment Trusts 83.1 66.5 81.5 83.1D 
on 10 Aircraft (1927 Cl.—100)........ 310.2 170.8 308.0 308.3 3 Liquor (1927 Cl.—100) 1169.6 797.3 1169.6D 1146.9 
al 6 Air Lines (1934 Cl.—100)...... 653.6 450.3 637.4 653.6D 11 Machinery .. 191.1 140.6 179.6 191.1D 
FARE Booed cksckct Wave ok nos 104.4 78.0 88.8 89.3 3 Mail Order 134.0 99.6 130.7 133.3 
ar 10 Automobile Accessories ........ 241.7 195.6 230.8 230.0 3 Meat Packing ........ . 108.3 85.9 102.9 103.3 
ts ¥2 “AUIOMODNOS: ..2035.062065.25064. . 40.6 28.5 39.3 40.6B 12 Metals, Miscellaneous 247.9 139.9 239.2 247.9D 
2, 3 Baking (1926 Cl.—100).......... 23.3 19.0 20.0 20.0 POI a caccncisasss2 or .. 336.2 213.4 320.9 336.2Z 
3 Business Machines ....... . 293.8 226.5 288.1 292.9 30 Petroleum iors sinvcce OR 243.0 342.3 355.0Z 
Y 2 Bus Lines (1926 Cl.—100). 176.6 145.9 164.9 171.1 27 Public Utilities : 153.7 127.7 139.0 138.9 
d fT || Sa ven 326.6 256.4 322.0 326.6T 5 Radio & TV (1927 Cl—100) 35.3 18.1 26.7 25.1 
ct S COGN NING oes cesccecsenccsvsarscee W.1 tt 13.5 17.1A 9 Railroad Equipment ..... 67.7 43.0 66.3 67.7C 
ts 4 Communication .................... 64.1 41.9 63.7 61.4 24 Railroads .......... 38.9 22.3 38.9 38.9D 
e DF CONHEUcHON ....:..50<0cs00:00... CD 51.3 57.8 58.8 3 Realty ey 39.6 30.7 39.6D 39.4 
d PF MEGS: on 2 io S8sskesscecitnsvekeys 366.5 282.1 355.0 363.4 3 Shipbuilding . , 167.6 139.7 162.9 167.6D 
9 Copper &: Brass: «....<..606556000:5 130.2 80.3 126.9 130.2D 3 Soft Drinks ...... : 391.6 295.9 331.1 328.1 
ir PDE BI OCUCEE 26. <550c5essess2eese 83.7 68.1 80.5 81.6 15 Steel & Iron ....... rere 96.1 145.3 147.4D 
5 Department Stores ................ 73.3 56.6 72.5 72.5 EON  celaxazeccicenst ac 48.7 70.8 73.2D 
if 6 Drugs & Toilet Articles.......... 213.0 170.2 207.4 211.5 F SONOS oo ciscesescs : .. 4407 301.6 430.7 434.0 
2 Finance Companies .............. 361.8 232.8 247.5 244.5 CO EET si 201.4 119.9 195.5 201.4Z 
® F VGGGBIGNGS: oo. coccccccccscessieicee 188.1 162.0 182.1 182.3 3 Tires & Rubber ............ 48.9 32.0 48.9D 48.9 
d PRG ROR OB 505.9 oiso cs icacensictes 115.3 86.3 107.4 112.8 No yori suisesscdanscvee 88.2 77.3 82.4 81.8 
- MTN 550502 s ccnp ceca covczev sans 80.8 60.7 65.0 65.7 2 Variety Stores ............... 352.3 303.3 303.3b 307.2 
S GT ANE ooo ccascnsesucsstvdseee 753.5 509.7 557.1 557.0 19 Unclassified (1949 Cl. —100) 117.1 93.2 114.4 114.0 
l New HIGH since: A—1949; B—1948; C—1947; D—1946; T—1929. Z—New all-time HIGH. b—New LOW since 1948. 
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Trend of Commodities 





Spurred by dim prospects of early controls over farm prod- 
ucts and other raw material prices and by fast mounting scarci- 
ties, spot and futures indexes soared to new all-time highs as 
the old year passed into history. In the fortnight ended 
is December 29, quicksilver at New York was boosted an addi- 
tional $5 per 76-pound flask, to $138, in response to a like 
advance by Spanish producers; but the International Nickel 
Co., Inc., U. S. subsidiary of International Nickel Co. of 
L Canada, rescinded its price advances of December 1 for 
‘ nickel bars and sheets in the U. S.; but not on nickel ingots 
‘ at Port Colborne, Ontario. Among the 14 components of our 
| raw materials spot price index, petroleum, pig iron, copper, 

lead and zinc held unchanged; but all others advanced, in- 


it 


new all-time high. Three moth-ball magnesium plants, located 
at Canaan, Conn., Painesville, Ohio, and Wingate, N. Y., 
expected to produce about 112 million pounds during the 
next two years, were ordered reactivated by the Government. 
To facilitate Government stockpiling and, it is hoped, drive 
down the price of natural rubber, the General Service Ad- 
ministration has taken over all importing and distribution of 
the product. Trading in rubber on commodity exchanges will 
be suspended next March 31; but the Government will still 
permit some fluctuation in price. World output of raw sugar 
in 1950-51 is estimated at 35,400,000 tons—10% ahead of 
1949-50. The Agriculture Department has set a 1951 market- 
ing quota of 8 million tons for all sugar producing areas. 





























































































































cluding a 14% hike in rubber, and a 4% cent rise in tin to a This is 700,000 tons less than last year. 
WHOLESALE COMMODITY PRICES 
| 180 T 200 
| D f FARM PRODUCTS 
160 190 
| 175 wr 
a 
170 ° 
140 180 
16S ; ‘ 
RAW MATERIALS? 
° 160 2 
2 120 Peésra ALL COMMODITIES 170 - 
2 ” 
= ps Pi, 
S 10¢ ff 160 “"S_MANUFACT, Wad rg 
3 \ PRODUCTS a 
NN 
ae 
\ SESE R ESSE S| Pies Re aes ee 140 NON FARM PRODUCTS 
1995 1940 1945 1946 1947 1948 1949 = 1950 48 1949 1950 








U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices—August, 1939, equals 100 

Date 2 Wk. 1 Mo. 3Mo.6Mo. 1Yr. Dec. 6 

Dec.28 Ago Ago Ago Ago Ago 1941 

367.6 359.0 347.4 323.1 267.9 247.7 156.9 

396.4 385.8 376.0 346.2 270.2 256.2 157.3 

. 350.1 342.7 330.0 308.9 267.6 242.4 156.6 


28 Basic Commodities 
11 Imported Commodities 
17 Domestic Commodities . 





RAW MATERIALS SPOT INDEX 
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14 Raw Materials, 1923-25 Average equals 100 


Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 
1950 1949 1947 1945 1941 1939 1938 1937 
Low 204.7 134.9 126.4 936 743 61.6 57.5 647 
High 134.2 161.5 1640 958 58.7 783 658 93.8 
400 


Date 2 Wk. 1 Mo. 3Mo.6Mo. 1Yr. Dec. 6 
Dec.28 Ago Ago Ago Ago Ago 1941 
. 385.6 371.1 362.1 346.2 336.8 291.0 163.9 
. 383.1 372.5 365.8 351.7 338.4 306.7 169.2 
... 357.1 350.7 337.3 308.3 242.4 222.9 148.2 


7 Domestic Agriculture 
12 Foodstuffs ............. 
16 Raw Industrials ........ 


COMMODITY FUTURES INDEX 
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Average 1924-26 equals 100 
1990 1949 1947 1945 1941 1939 1938 1937 


High ............ 202.8 146.2 184.4 111.7 88.9 67.9 57.7 866 
enone 140.8 1286 123.0 986 582 489 473 546 
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The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. This service in conjunction with your 
subscription should represent thousands of dollars in value to you. It is 
subject only to the following conditions: 
1. Give all necessary facts, but be brief. 

. Confine your requests to three listed securities at reasonable intervals. 


addressed envelope. 


. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


2 
3. No inquiry will be answered which does not enclose stamped, self- 
4 
5 


. Special rates upon request for those requiring additional service. 





U. S. Plywood Corporation 


“With the demand for plywood ex- 
panding due to the defense effort, 
please furnish information as to United 
States Plywood Corporation’s recent 
operations and prospects over coming 
months.” 

G. J., San Francisco, Cal. 


Net profit of U. S. Plywood 
Corporatoin for the six months 
ended October 31, 1950, including 
its equity in earnings of compan- 
ies not consolidated, amounted to 
$5,540,700, equal after preferred 
dividend to $3.78 per share on 
1,438,935 common shares out- 
standing on October 31, 1950, 
compared with net profit of $1,- 
484,100 or 96¢ per share in the 
same period of 1949, on 1,439,335 
shares of common stock outstand- 
ing. 

Net profit for the six months 
ended October 31, 1950, exclusive 
of unconsolidated equities, were 
$5,047,100, equal to $3.44 per 
common share against $1,400,- 
200, or 90¢ per share in the cor- 
responding six months of 1949. 

Consolidated sales for the six 
months ended October 31, 1950 
were $50,597,600, compared with 
$32,278,600 in the corresponding 
six months of 1949. 

The net profit for the three 
months ended October 31, 1950, 
including its equity in earnings 
of companies not consolidated, 
amounted to $3,232,600, equal 
after preferred dividends to $2.21 
a share on 1,438,935 common 
shares outstanding on October 
31, 1950, compared with net prof- 
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it in the same three months of 
1949 of $881,200 or 57¢ per share 
on 1,439,335 common shares out- 
standing on October 31, 1949. 

Net profit for the three months 
ended October 31, 1950, exclusive 
of unconsolidated equities, were 
$2,904,909, equal to $1.99 per 
common share, against $829,800 
or 53¢ per share in the corre- 
sponding quarter of 1949. Con- 
solidated sales for the three 
months ended October 31, 1950 
were $27,588,000 compared with 
$17,514,000 in the corresponding 
period of 1949. 

For the fiscal year ended April 
30, 1950, net sales were $69,235,- 
468 and net profit was $4,458,699, 
equal to $2.96 per common share. 

Cash dividends in 1949 totaled 
$1.00 per share and 2% in stock. 
Quarterly dividend has recently 
been increased to 35¢ per share. 


Willys-Overland Motors, Inc. 


“Please comment on to what extent 
Willys-Overland Motors will partici- 
pate in our Defense Program. Also re- 
port on recent earnings and financial 
position. 

S. R., Columbus, Indiana 


Willys-Overland Motors, Ince. 
closed its fiscal year September 
30, 1950 with working capital 
and'earned surplus at new peaks, 
unfilled orders rising, and accel- 
erating monthly earnings now 
running at the annual rate of 
about $2.00 a common share, ac- 
cording to the chairman and 
president of the company. 

Net working capital at the 


1950 fiscal year-end totaled $26,- 
640,030, an increase of $1,532,019 
over the previous year-end. Cash 
and Government securities total- 
ed $18,222,563, a decrease of only 
$2,196,955, after paying $7,140,- 
852 during the year to completely 
settle all World War II renegotia- 
tion claims and $752,024 to pur- 
chase for retirement 14,000 shar- 
es of the company’s preferred 
stock. 

The common stock equity on 
September 30, 1950, of $43,556,- 
991 was equal to $15.61 per share. 
Earned surplus stood at $23,112,- 
473, compared with $18,712,693 
a year earlier. 

Operations for the first half of 
the year were adversely influ- 
enced by necessity of making 
changes in the production pro- 
gram involving expenses incident 
to re-tooling for new models and 
re-allignment of factory facilities 
for economical operations, as well 
as by strikes of national scope 
affecting suppliers’ plants. As a 
consequence, shipments for the 
period were abnormally low and 
a loss of $908,307 was sustained. 

In the second half, following 
introduction on March 30 of new 
models which met with consumer 
acceptance, sales were raised 97% 
over the first half, 23% over the 
comparable 1949 period, and es- 
tablished an earnings pattern 
that resulted in a net profit for 
the six months ended September 
30 of $2,513,824. 

Despite the earnings of the last 
six months which were equal to 
82¢ a common share, the loss sus- 
tained in the first six months re- 
duced the net income for the en- 
tire year, after payment of pre- 
ferred dividends, to 37¢ a share 
on 2,790,704 shares of common 
stock outstanding, compared with 
$1.04 a share in the fiscal year 
1949. 

Net sales for the year were 
$107,886,249 and net profit $1,- 
605,517. These compared with 
$142,362,944 and $3,423,711, re- 
spectively, in the 1949 fiscal year. 
Only about 5% of the 1950 dollar 
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volume represented deliveries to 
the government. Large jeep con- 
tracts that had been placed by 
the U. S. Ordnance Corps speci- 
fied delivery schedules starting in 
October, after the fiscal year had 
ended. 

Unfilled Government and civil- 
ian orders at the fiscal year-end 
amounted to approximately $93 
million. Despite increasing pro- 
ducing between October and No- 
vember, unfilled orders on De- 
cember 28 were approximately 
$173 million and are still rising. 

The company has purchased 
for retirement a total of 36,700 
shares of preferred stock since 
its issuance in 1946, leaving 118,- 
445 shares outstanding on Sep- 
tember 30, 1950. The stated value 
of preferred shares outstanding 
thus has been reduced from $15,- 
514,500 to $11,844,500. The out- 
put of military jeeps is rapidly 
expanding in line with demand 
of the government’s armament 
production needs. 


Corning Glass Works 


“I understand that Corning Glass 
Works is regarded as a growth situa- 
tion. Please report results of recent 
operations and prospects over coming 
months.” 

F. S., Des Moines, Iowa 


Net sales of Corning Glass 
Works and subsidiary companies 
for the first three quarters of 
1950 amounted to $80,334,313. 

This compared with sales of 
$52,577,058 for the correspond- 
ing period of 1949. 

Net income for the first three 
quarters of 1950 was $12,298,352, 
or $4.58 per share of common 
stock after preferred dividend 
requirements. Net income for the 
corresponding period of last year 
was $4,033,137, or $1.44 per 
share. 

Federal income taxes on the 
year’s earnings to October have 
been provided for in accordance 
with the Revenue Act of 1950. 

The company maintains its 
books on a thirteen-period year 
and the current report covers 
operations for the calendar per- 
iod from January 1 through 
October 8, 1950. 

Dividends in 1950, including a 
$1.00 extra, totaled $2.00 per 
share against $1.00 paid in 1949. 

Company is one of the two 
large domestic producers of bulbs 
useful in incandescent lamps, ra- 
dio and electronic tubes, and eath- 
ode ray tubes for radar and tele- 
vision; and a manufacturer of 
machine-made tubing, a substan- 
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tial portion of which it fabricates 
into fluorescent bulbs. The com- 
pany also is prominent in the 
manufacture of railroad, marine, 
industrial and laboratory slabs 
ware, ophthalmic and _ optical 
glass and houseware items ,etc. 

The company is expected to 
make its contribution to the gen- 
eral rearmament program and 
prospects over coming months 
continue favorable. 


Rheem Manufacturing Company 


“With the changing demand for 
products due to the greatly accelerated 
Government Defense Program, please 
advise on recent revenues of Rheem 
Manufacturing Company and com- 
pany’s prospects over coming months 
in view of the complex international 


picture.” 
M. S., Trenton ,N. J. 


Net earnings of Rheem Manu- 
facturing Company for the third 
quarter of 1950 and for the first 
nine months of the year were the 
highest for any comparable per- 
iod in the company’s history. A 
progressive increase in net sales 
and earnings was shown in each 
of the quarters in 1950 as evi- 
denced by the following figures: 
first quarter 1950 net sales $13,- 
731,000, second quarter, $15,508,- 
000, third quarter $20,727,000. 

Earnings for the first quarter 
of 1950 were $870008, second 
quarter $973,874 and third quar- 
ter $1,624,840. 

For the first nine months of 
1950, after tax adjustments, com- 
mon stock earnings were $3.39 a 
share, as compared with $1.73 a 
share for the corresponding per- 
iod of 1949. In view of this favor- 
able showing, the common stock 
dividend was increased on De- 
cember 15 to 60¢ a share. The 
previous quarterly common divi- 
dend, paid September 15, was 50¢ 
a share, and the quarterly divi- 
dends paid March 15 and June 
15 were 40¢ a share, bringing 
total disbursements for 1950 to 
$1.90 a share. 

In the third quarter of 1950 
sales of both steel shipping con- 
tainers and home comfort appli- 
ances increased materially. 

While at this time it is not clear 
what demand defense and the 
Korean war may make on the na- 
tional production, it unquestion- 
ably will have a profound effect 
on the rate of regular production 
of peace-time products in direct 
ratio to such demand. 

Rheem Manufacturing has fol- 
lowed a policy of anticipating as 
nearly as humanly possible the 
changing trends and demand so 


that a proper balance may be 
maintained between regular do- 
mestic production and contracts 
for defense and war materials. 
Currently approximately 10% of 
sales volume is going directly in- 
to defense contracts, all of which 
is for steel containers that range 
from those for aircraft jet en- 
gines for the familiar 5-gallon 
Blitz can, plus regular 55-gallon 
steel drums being used by all of 
the armed forces. ; 

The above percentage is ex- 
pected to increase materially in 
1951. The company is ready and 
will be able to adjust itself to 
changing production demands 
that may develop as a result of 
the complex international picture. 

Prospective demand for com- 
pany’s products in 1951 continues 
favorable. 


John Morrell & Company 


“With the increased demand for 
meats, I have been wondering how John 
Morrell & Company have prospered in 
recent months. Please also report if 
financial position has changed in the 
past year.” 

M. G., Santa Ana, California 

John Morrell & Company, pork 
and meat packers reported a net 
profit of $860,899 for the year 
ended October 28, 1950, equiva- 
lent to $1.08 per share on the 
800,000 shares of capital stock 
outstanding. These figures com- 
pare with an operating profit of 
$84,065, equal to 10¢ per share 
earned in the previous fiscal year. 

The company’s shipments in 
the past year reached the great- 
est volume in its history. Owing 
to lower prices prevailing prior 
to the Korean hostilities, the dol- 
lar volume of sales was slightly 
less than the $292,795,296 of the 
previous year. Net sales and ope- 
rating revenues totaled $291,219,- 
300. 

Largely as a result of better 
margins, the company realized a 
profit of $1,645,899 before chang- 
ing federal income taxes and 
$860,899 after taxes, equal to 28¢ 
per dollar of sales. Dividends at 
the rate of 50¢ per share were 
paid during the year. 

During the year expenditures 
for construction projects at the 
company’s three plants in Ottum- 
wa, Iowa, Sioux Falls, South 
Dakota, and Topeka, Kansas, ap- 
proximated $2,500,000. 

Net current assets of the com- 
pany increased $2,600,000 during 
the year, principally because a 
debenture issue of $5 million was 
negotiated with the John Han- 

(Please turn to page 408) 
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JANUARY 


Back in 1945 we read in the papers that you were starting your fourth Five-Year 
Plan. We have no way of learning how it turned out. 


Let me tell you of another Five-Year Plan which began here in America in the 
same year. At that time the president of an American Corporation, Cities Service 
Company, said this in a message to its employees and stockholders: 

**Planners tell us that when peace comes, the general welfare will demand a national 
income twice that of our best peacetime year. That means, roughly, that each business 
must double its prewar activity to provide full employment, to service the national 
debt, and thus keep the nation solvent. It means, to bring the matter closely home, 
that Cities Service, if it is to play its part on the national team, must produce and sell 
yearly double $285,000,000 worth of commodities and services.” 


Everyone in Cities Service pitched in and the record shows that in 1950 the com- 
pany not only reached its goal of $570,000,000 in the sale of commodities and services 
but almost reached $700,000,000. This was a whale of an accomplishment when it is 
considered that it was achieved in the face of your dour prediction that this country 
would have widespread unemployment and that capitalistic America would die. The 
record will be even harder for you to understand when I remind you that a customer 
over here is free to do business with anyone he pleases; he makes his purchases in a 
free competitive market. 


Just in case you have another Five-Year Plan coming up, keep in mind that 
five-year planning in free America works fine in peacetime—and works even better 
when our industries are called upon to beat plowshares into swords. 


I am, as always, 


Kame 
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The distance from Bishop, Texas, to Prince Rupert, 
British Columbia, via Cumberland, Maryland, and other 
Celanese plants is approximately 4900 miles. This span 
represents a planned and integrated source of raw ma- 
terials and production for Celanese Corporation of 
America. 


Early in the Company’s history, the Celanese manage- 
ment took steps to assure supplies of major raw materials 
to protect the growth of the business. This has enabled 
the Company to meet the increasing demand for Celanese 
products—textile yarns, chemicals, plastics—which has 
doubled and redoubled many times. 


This policy led in 1944 to the building of a plant 
near Bishop, Texas, to produce organic chemicals from 
petroleum natural gases. It was more than a plant. It was 
an advanced and efficient plan for oxidizing hydrocar- 
bons by methods commercially engineered for the first 
time. In World War II it helped contribute to the chemi- 
cal needs of the defense program, in addition to supply- 
ing chemicals for Celanese’ own use. 


Today it is vastly expanded into one of the great 
chemical production centers of the country. It is also 
fortified with modern laboratories and pilot plants for 
continuing large scale research in petro-chemistry, in 
which Celanese has pioneered for many years. 


Nearly 5000 miles to the north of Bishop, at Prince 
Rupert, British Columbia, another important supply 





©] 


project is about ready to begin operations. Here, near 
some of the world’s largest and finest timber reserves, 
a tremendous, modern pulp mill has been constructed 
by Columbia Cellulose Company, Ltd., a subsidiary of 
Celanese Corporation of America. It will produce sub- 
stantial quantities of high alpha cellulose, scheduled to 
begin early this year. 


Cellulose is one of the basic raw materials for making 
Celanese* chemical fibers. It is also an important strate- 
gic material, along with iron, oil and cotton. 


World supplies of cellulose are less than the demand. 
The operations of Columbia Cellulose Company, Ltd., 
in Canada, will materially increase America’s supplies of 
this vital raw material on a self-perpetuating basis. For 
the Company’s lease with the Government of British 
Columbia calls for harvesting timber like a crop. Scien- 
tific cuttings and modern reforestation methods assure 
timber in perpetuity. 


These two great sources of raw materials strategically 
located in extremely favorable production areas —Texas 
and British Columbia—are capable of supplying a sub- 
stantial part of the needs of the eleven other Celanese 
plants manufacturing chemical fibers and yarns, woven 
and knit fabrics, plastics and chemicals. They are like- 
wise important additions to the economic assets of the 
United States, and to the military potentials of our 
country. “Reg. U. S. Pat. Of 
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How Can the 
Western Hemisphere Help 
Our Defense Effort? 





(Continued from page 377) 


however, fill a part of the demand. 
Although we produce now about 
four times as much tung oil as we 
did ten years ago, there is still 
not enough of this important dry- 
ing oil, even if Argentine and 
Brazilian production is included. 

Still other products in which 
the Western Hemisphere is poor 
include manila hemp or abaca 
(some progress in growing it has 
been made in the Caribbean and 
Central America), pepper, shel- 
lac, cinchona, kapok, ramie, silk 
(production expanding in Brazil), 
opium, cork, cocoa (another origi- 
nally native product), tanning 
materials, agar-agar, natural cam- 
phor, hops, bristles, camels hair, 
coir fiber rattan, creosote, gum 
arabic, feathers, flax, linens, cer- 
tain spices etc. The lack of these 
and numerous other products 
would be, however, more annoy- 
ing than crippling. The cutting off 
of jute and burlap imports might 
cause some inconvenience until 
substitutes (cotton, henequen, 
paper) could be developed. 

It is a common-sense policy at 
a time of international tension 
such as we are living through 
now, which may or may not end 
in all-out war, not to forget the 
strengthening of the bastion 
which may be our last place of 
refuge—the Western Hemisphere. 
To do this right, it is essential 
that we do it with the mutual 
consent and as a joint responsi- 
bility of all the other 21 Western 
Hemisphere nations. 

To do this job alone would not 
only result in placing too heavy 
a load on our own people, but 
would open us to the criticism of 
our neighbor nations. The politi- 
cal and economic education of 
Latin America Republics, which 
in a number of ways are still less 
mature than the United States, 
can only be accomplished by good 
neighborliness, and absolute equal- 
ity in discussing the matters con- 
cerning Western Hemisphere well- 
being. 

As a writer pointed out in the 
July issue of “Foreign Affairs” 
magazine, “history shows that 
when we have asked the advice 
of Latin Americans and shown a 
disposition to be guided by it, 
they (the Latin American Repub- 
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lics) have behaved in more states- 
manlike fashion than when we 
have undertaken to tell them what 
they must do for their own good. 
We can best promote responsible 
attitudes and actions among the 
other American republics by en- 
couraging them to participate in 
responsibility”. 





Reorganization Battle of 
Missouri Pacific 





(Continued from page 386) 


enlarging debt rather than cap- 
ital stock. Greater interest charges 
would serve to reduce tax liabil- 
ities since taxes are applicable to 
net income after interest charges. 
The question of debt as compared 
with stock capitalization becomes 
important in the light of rising 
tax rates. As with most railroads, 
Missouri Pacific’s heavy capital- 
ization affords a measure of pro- 
tection against excess profits 
taxes. 

Cash position of the road has 
been kept at a satisfactory level 
for several years in anticipation 
of possible developments looking 
toward a reorganization. Cash 
holdings in the system exceeded 
$80 million about eighteen months 
ago when the present reorganiza- 
tion plan was being formulated, 
and of this amount about half was 
to have been distributed to credit- 
ors and security holders. 

The mid-year statement for 
1950 showed cash and temporary 
cash investments in the parent 
company’s balance sheet of $57.2 
million and total current assets of 
$87.5 million compared with $94.8 
million a year earlier. 

It must be evident in a study of 
this complex situation that any at- 
tempt to appraise the potential 
value of volatile shares of the old 
company would be pure guess- 
work. Prospect of a settlement of 
the long standing controversy as 
a result of a compromise under 
favorable earnings conditions 
readily might enhance the value 
of the shares. On the other hand, 
if a Mahaffie Act adjustment 
should be rejected by either the 
Feedral court or by the I.C.C., a 
resumption of negotiations under 
the old Section 77 proceedings 
would be regarded as disappoint- 
ing because it would point to an- 
other lengthy period of delays that 
might draw on indefinitely. Un- 
certainties involved in court de- 





cisions preclude accurate analysis 
of underlying values. 





Outlook for Credit 





(Continued from page 389) 


many months to come, Commer- 
cial Credit’s assured income from 
instalment paper already pur- 
chased should tend to sustain net 
earnings, although revenues from 
this source will shrink eventually. 
Earnings seemingly could contract 
considerable, though, without se- 
riously threatening quarterly divi- 
dends at the $1.20 per share rate 
paid in 1950. Despite this pros- 
pect, a recent price of 46 compares 
with a 1950 high of 673, lending 
considerable appeal to the shares 
currently yielding over 10%. 

Several other long established 
finance companies specializing in 
small loans, such as Household 
Finance Corporation and Benefi- 
cial Industrial Loan, have created 
impressive records for earnings 
and dividend stability in the past 
twenty-five years. Through long 
strings of branch offices located in 
populous centers, concerns of this 
kind serve innumerable personal 
borrowers, sometimes collater- 
alled by liens on furniture, auto- 
mobiles or appliances, but fre- 
quently by unsecured salary loans. 

Rather strangely, demand for 
personal loans tends to expand in 
good times and contracts in peri- 
ods of depression. The outlook for 
relatively stable operations by the 
companies we have cited seems 
accordingly better than current 
market sentiment allows for. 
Strengthening this prospect is the 
fact that the restrictions of Regu- 
lation W will not apply to a num- 
ber of loans that contribute to the 
business of these specialists. In 
reflection of these advantages, the 
shares of neither Household Fi- 
nance nor Beneficial Industrial 
Loan fluctuated much in price last 
year. 

Summing up, the curbs now ef- 
fective on many forms of instal- 
ment credit and the lessened 
amount of consumer durables that 
can be purchased in the near term, 
appear certain to reduce the earn- 
ings of the leading finance com- 
panies, but probably not to the 
extent anticipated by many. At 
present market quotations, ac- 
cordingly, the equities of the sound 
leaders in this field have consid- 
erable investment and speculative 
appeal. 
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OPPER... 


gives her strength 


In the very sinews of her strength—her airplanes 
and tanks, her ships and radar, her guns and 
shells—copper plays an indispensable role. 
Today the vast American copper industry is 
pledged to meeting her needs first— 


whatever they may be. 


Though the American copper industry is doing 
its utmost to increase production, there is not, 
nor will there be, enough copper to serve 
Liberty’s now pressing needs and do a 

thousand and one civilian jobs as well. 


It is significant that here in the Americas, 
copper—man’s most useful metal—is being 

freely shared for this great common cause. 

For instance, the Chilean copper mines of 
Anaconda and other companies have supplied 61% 
of all the copper the U. S. has imported since 
Pearl Harbor . . . 26% of all the copper used 
in this country since that time. 


We of the copper industry are ready, as before 
and always, to take our full part in making 
America so secure that, in the future, we 

may all continue to enjoy copper’s usefulness 
in works of peace. 


First in Copper, Brass and Bronze 


Anaconda zistered trademark 5135184 


The American Brass Company 

Anaconda Wire & Cable Company 
International Smelting and Refining Company 
Andes Copper Mining Company 

Chile Copper Company 

Greene Cananea Copper Company 


THE FAMOUS STATUE OF LIBERTY IN NEW YO2K HAR3SOR IS FORMED OF COPPER SHEET 3 32” THICK 
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For Profit and Income 





(Continued from page 393) 


were more closely bunched than 
that, and U. S. was regarded as 
the market leader. Retarding the 
latter are the somewhat adverse 
comparative postwar earnings 
showing; and the Government 
anti-trust suit seeking to end the 
duPont family control. The basic 
status of these stocks is much less 
speculative than it was in older 
years; but it might take liber- 
alized dividends to put the lead- 
ing issues much higher. Firestone 
looks like a pretty “solid”’stock, 
at 84, with a book value of about 
$117 a share, a record of unbrok- 
en dividends since 1924, and 
earnings of $16.76 a share, a new 
peak, for the fiscal year ended 
last October 31. But 1950 divi- 
dends were only $5, including a 
$1 extra. 


Hotels 


People will do a lot of moving 
around in a semi-war or war 
economy. As was demonstrated 
in World War II, this is good for 
the hotel business. One of the 
best in the field is Hilton Hotels, 
listed on the N .Y. Stock Ex- 
change and now priced around 
14. The range since public listing 
has been high of 1814 in 1946 and 
low of 854 in 1949. The dividend 
is on a $1.20 annual basis, yield- 
ing 8.6%. Net for 1950 probably 
exceeded 1949’s $2.50 a share by 
10% or more. The EPT exemp- 
tion appears to be reasonably 
good. 


Electronics 


Electronic equipment will fig- 
ure more largely in the defense 
program, or war, than ever be- 
fore. Some estimates are that the 
Government will spend at least 
$5 billion thereon in the 1951- 
1952 fiscal year. Among the big- 
gest makers are General Electric 
and Westinghouse. Others of 
more or less importance are 
Sperry, Sylvania, Radio Corpora- 
tion, Hazeltine Corp., Tung-Sol 
and Dumont. Most of the video 
makers are simply, or mainly, as- 
semblers of components bought 
from others. On the basis of rela- 
tive per-share defense-production 
profits, plus the stake in video set 
manufacture, plus the network 
telecasting prospects, Dumont 
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would seem to be a speculation of 
some longer-term promise around 
present price of 15. 





The Bond Market in 1951 





(Continued from page 391) 


dividend payments tend to shrink. 
For half a century, the average 
yield of 5.9% on common stocks 
compared with 4.25% on high 
grade corporate bonds. Due to the 
rash of increased dividends and 
liberal year-end extras last year, 
the average yield on common 
stocks was not far from 6.8%, 
whereas the return from better 
quality bonds was only 2.67%, as 
we have pointed out. 

Whether this gap will narrow 
and how soon will depend less on 
any decline in the yield from 
bonds than on the course of divi- 
dend payments. Chances of course 
are that under the weight of in- 
creased corporate taxes and nar- 
rowed margins on military busi- 
ness, a good many concerns will 
find difficulty in maintaining as 
liberal policies in 1951 as in the 
preceding year. Uncertainties in 
this respect undoubtedly account 
for the generous yield now ob- 
tainable from stocks. The return 
from bonds, though, continues to 
be so restricted that the amount 
held by private investors has be- 
come inconsequential, and if their 
total holdings were liquidated for 
reinvestment in stocks, the effect 
upon prices would be negligible. 





Answers to Inquiries 
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cock Insurance Company. This 
15-year, 3% loan is repayable 
through annual payments of 
which the first is to be made on 
March 1, 1952. At the close of the 
fiscal year the net current assets 
aggregated $16,558,185, compar- 
ed with $13,926,471 in the pre- 
vious year. 

Because the estimated supply 
of livestock is large the company 
is expected to be able to maintain 
its production at a high level and 
benefit from the effect of large 
scale operations. 

The major portion of Morrell’s 
inventories is valued at prices pre- 
vailing at November 2, 1949, on 
the “last-in, first-out” basis. Thus 
there is “considerable difference 
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between the current market value 
and the value as shown by the 
company’s books,” and this accor- 
ding to the president of the com- 
pany, “constitutes a substantial 
reserve against future price 
declines.” 


Reynolds Spring Company 


“My broker has mentioned Reynolds 
Spring Company to me and I would ap- 
preciate any information you have re- 
garding the company’s recent sales vol- 
ume and net profit.” 

C. D., Laramie, Wyoming 


Reynolds Spring Company has 
improved its sales position in re- 
cent operations. 

Net sales for the fiscal year 
ended September 30, 1950 totaled 
$14,759,568 compared with net 
sales of $11,417,548 for the year 
ended September 30, 1949. 

While the raw material] situa- 
tion has become critical with the 
wire and steel supply affected by 
the unprecedented demand for 
such materials from all lines of 
industry and the burlap supply 
disrupted by the chaotic market 
conditions in India, the overall 
position of the company appears 
good. 

With working capital of the 
company increased to $1,702,476 
from $1,549,356 a year ago and 
the long-term debt reduced from 
$975,000 to $500,000 at the end of 
the fiscal year and to $400,000 to 
December, the financial position 
of the company also has improved 
substantially. 

Current assets on September 
30 last amounted to $3,256,069 
and current liabilities were $1,- 
553,593. 

Net income for the fiscal] year 
amounted to $716,365, equal to 
$2.45 per share on outstanding 
common stock compared with 
$385,140, or $1.82 per share for 
the corresponding period of 1949. 
Costs of a non-recurring nature 
of approximately $300,000 were 
absorbed during the year. 

Backlog of orders of the Cleve- 
land Wire Mechanical Spring Di- 
vision increased substantially 
during the past few months, with 
several defense orders on the 
books. 

Dividends of 50¢ per share 
were paid in 1950 against nothing 
paid in 1949. 

While sales volume in the auto 
parts field are expected to be cur- 
tailed somewhat in 1951, the com- 
pany expects to seek defense or- 
ders as replacement business. 
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More steel for America 


MAJOR DIVISIONS OF NATIONAL STEEL 


WEIRTON STEEL COMPANY, Weirton, 
West Virginia. World’s largest inde- 
pendent manufacturer of tin-plate and 
producer of a wide range of steel 
products. 


GREAT LAKES STEEL CORPORATION, 
Detroit, Michigan. The only integrated 
steel mill in the Detroit area—exclusive 
maker of the famed Quonset buildings 
—produces special steels and a wide 
range of carbon steel products. 


HANNA IRON ORE COMPANY, Cleve- 
land, Ohio. Produces ore from exten- 
sive holdings in the Great Lakes Region. 


THE HANNA FURNACE CORPORATION, 
Buffalo, New York. Produces various 
grades of pig iron. 


NATIONAL STEEL PRODUCTS COMPANY, 
Houston, Texas. Operates warehouse 
and distribution facilities for steel prod- 
ucts in the Southwest. 


NATIONAL MINES CORPORATION. Coal 
mine and properties. 


JANUARY 13, 1951 


The year 1951 will record accomplish- 
ments at National Steel which will be 
milestones in the Company’s progress 
and will help materially to increase 
America’s supply of steel. 


The year will witness the completion of 
a new blast furnace, open hearth fur- 
naces, and other important facilities— 
part of a continuing expansion program 
already of several years’ duration. 





By early in 1952, National Steel- 
the country’s fifth largest and fastest- 
growing producer of steel—will have 
increased its capacity from 4,500,000 


NATIONAL STEEL 


GRANT BUILDING 





tons of ingots to 5,500,000 tons of 
ingots per year. 


But National Steel will not be content 
to stand on this achievement. From 
the day of its organization, National’s 
record has been one of constant expan- 
sion—because of unshakeable confi- 
dence in America’s capacity for con- 
tinuous growth and improvement that 
would require more and more of 
National’s products. 


That confidence is as strong today as 
ever. As an American institution, 
National’s plan for the future—as 
always—is to grow with America. 


CORPORATION 


PITTSBURGH, PA. 
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Mortgages 


Loans. 


Deposits . 
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U. S. Government Obligations . 
State and Municipal Securities. . . 


Ormer Secumties « < 2 « « 4 


Accrued Interest Receivable 
Customers’ 
Banking Houses . . . 


Other Assets e r) ° e ° e . 


Dividend Payable February 1, 1951 . 
Reserves—Taxes and Expenses. . . 
Orher Tsabilities .. 4 « « *% © « 


Acceptances Outstanding . . . . 
Lessin Porgoe . &§ « «+ & © % 








THE CHASE 


NATIONAL BANK 


OF THE CITY OF NEW YORK 


STATEMENT OF CONDITION 
DECEMBER 31, 1950 


RESOURCES 


Acceptance Liability 





Cash and Due from Banks . . . . $1,499,884,121.82 
1,477,758,049.01 
174,288,180.62 
205,103,370.02 
40,072,985.04 
1815 ,9875/24-99 
9,461,559.45 
24,159,936.78 
28,808,642.57 
8,087,192.38 


$5,283,011,759.48 


LIABILITIES 


Capital Funds: 
Capital Stock. . $111,000,000.00 


(7,400,000 Shares — 

$15 Par) 

Surplus « «+ 189,000,000.00 
Undivided 

Profits . . . 53,007,007.85 








- $4,871,424,027.90 

2,960,000.00 
13,705,613.08 
16,554,966.72 


28,036,105.85 
2,675,961.92 


$5,283,011,759.48 


Member Federal Deposit Insurance Corporation 


United States Government and other securities carried at 
$300,217,095.00 were pledged to secure public and trust de- 
posits and for other purposes as required or permitted by law. 
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Business Pattern 
Shaping Up for 1951 





(Continued from page 396) 


the increase will be due to higher 
prices, it certainly doesn’t point 
to a decline in over-all business. 

The FRB production index 
averaged 200 for 1950 and should 
average at least 220 in 1951; as 
already stated, this means a size- 
able rise in activity during the lat- 
ter part of the year. Even during 
the tirst quarter, the most vulner- 
able because of numerous transi- 
tion pangs, overall business activ- 
ity should drop but slightly if 
only because curbs which cut too 
sharply have been eased. Defense 
production will take up some 
slack and industry is likely to per- 
form some miracles with substi- 
tute materials to sustain civilian 
output at the highest possible 
level. Generally, though the call 
for more and more guns will be 
heeded foremost, there will still 
be plenty left to take care of the 
civilian economy. 


Govt. Spending 
—The Key Factor 


Any forecast of 1951 economic 
developments must begin and end 
with an estimate of Government 
spending for rearmament for 
that is the overriding factor. An 
analysis along such lines helps 
greatly to dispel some of the fog 
that surrounds much of current 
guessing. If we assume that arms 
spending in 1951 (actual spend- 
ing, not appropriations) will total 
$50 billion, and it is not likely to 
come higher, that would mean 
about $32 billion more than the 
present rate. Were this amount 
to come out of the current na- 
tional product, it would mean 
something like a 15% reduction 
in living standards. 

But no such thing is indicated. 
Fully $20 billion could come from 
increased production, through 
full employment and_ longer 
hours. Some $7 billion could come 
from production currently going 
into inventories (recently at the 
rate of $12 billion a year com- 
pared with $5 billion in average 
prewar experience.) This would 
leave only $5 billion to come out 
of the civilian goods and services 
supply, implying a far smaller 
contraction of standards, pro- 
vided production can be stepped 
up sufficiently. Hence the empha- 
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CAPITALISM 


Nothing is superior except by comparison 


HEN we compare the conditions of nations and people 

in anti-capitalistic countries with the security, pros- 
perity, happiness and well-being of our people under United 
States capitalism, we appreciate our privilege of living in a 
capitalistic, democratic country. 


The basic principle of the free, capitalistic system which 
we have developed in our country affords opportunity to the 
individual who is willing to use his talents to the extent of 
his ability and desire to produce—to accumulate something 
for investment in a home, a farm, in savings accounts, bonds 
and other securities, life insurance, the education of his chil- 
dren, and comforts of life—and become a capitalist. 


The following facts give us a deep appreciation of what 
capitalism has done and is doing for our country and its 
people. 

Private capital in the form of taxes and purchases of 
United States Government Bonds made it possible for us to 
spend three hundred thirty billion dollars in carrying out 
our part of the program in winning World War II. This, of 
course, is unimportant when we consider the loss of life and 
permanent and partial disability which our youth sustained 
and which cannot be measured in dollars. 


Our participation in World War II has left us today 
with a national debt of two hundred fifty-seven billion dol- 
lars, but on the credit side we find that our annual national 
income, at the current rate, is equal to 90% of our total 
national debt. Of this total national debt, thirty-nine billion 
dollars are in treasury obligations owned by Government 
agencies, so our net debt is slightly over two hundred eighteen 
billion dollars. 


The United States free enterprise business system is 
operating at its highest level, furnishing employment to 
sixty-two million people at the highest hourly and weekly 
earnings ever recorded. Stockholders and corporations, after 
paying the highest peacetime taxes in the post-war years, 
have had the highest net average earnings in history from 
their investment. 


Our farmers had cash income from marketing last year 
amounting to twenty-seven billion five hundred million dol- 
lars, the highest on record. 


Total farm assets of our country amount to slightly more 
than one hundred twenty-seven billion dollars, against which 
there is an indebtedness of only twelve billion four hundred 
million dollars. Thus our farmers have ownership equity of 
over 90 per cent in their farms. 


In non-farm homes, counting apartment buildings with 
four or less families, and all valued at a total of two hundred 
billion dollars, our home owners have an equity of one 
hundred fifty-eight billion dollars—a substantial ownership 
of 79 per cent. 

Therefore, as a result of the opportunity provided by 
our free-enterprise capitalistic system, the people of our 
nation have a free and clear ownership in their homes and 
farms of 83.4 per cent. 

Our people have savings of more than one hundred 
thirty-six billion dollars in government bonds and savings 
accounts. 

An additional ninety-seven billion dollars are on deposit 
in commercial bank accounts. 

Our men and women have a cash investment of sixty 
billion dollars in life insurance policies. 


A high percentage of our working people are provided 
with unemployment insurance, sickness, accident and retire- 
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ment benefits, financed by employers, employees and govern- 
ment. Others who are not covered by these plans and who 
find themselves in need are provided for by governmental 
and social institutions. 


_ _ Weare increasing our efforts to improve the standard of 
living of the people in the lower income brackets. 


The United States, with only six per cent of the world 
population and seven per cent of its land area, under its 
democratic, capitalistic system, before World War II, pro- 
duced forty-seven per cent of the world’s manufactured 
goods, but what is more important, ninety per cent of that 
production was consumed within our own borders. Today 
we are producing over fifty per cent of the world’s manu- 
factured goods, of which a substantial percentage is for other 
countries. 


Capitalism is backing freedom of worship and providing 
increasing educational opportunities by constantly giving 
more and more support to the two things upon which our 
democratic, cultural civilization depends—spiritual and edu- 
cational values. 


We havea permanent investment in churches and schools 
of eighteen billion five hundred million dollars and are 
spending annually eight billion dollars for religious and 
educational purposes. 


Membership in the churches is increasing at a much 
faster rate than the increase in the population, and in our 
Sunday Schools at an even greater rate. 


In the past thirty years, elementary school enrollment 
has increased 13.5 per cent, high school enrollment 146.1 per 
cent and college and university enrollment 351.6 per cent. 


Our public school expenditures per pupil enrolled have 
gone up from $48.02 in 1920 to $132.06 in 1947, or 175.0 
per cent. 


Since 1920 the population of our country has increased 
43 per cent and the investment in school and college equip- 
ment has increased 571 per cent. 


Since the beginning of our industrial and scientific de- 
velopment in the early 1800's, the capitalistic system, due to 
individual freedom, initiative and ingenuity, has given the 
world more of the comforts and conveniences of life than man- 
kind had received in the previous 5000 years of civilization. 


Under this system our people as a whole are happy and 
united, are increasing their capital and enjoying a fuller 
spiritual, cultural and material life. 


Today our scientific and industrial knowledge and ex- 
perience in the various fields of peaceful activity are open 
to the rest of the world, and in this respect we have joined 
with other like-minded nations in contributing to the tech- 
nical assistance program of the United Nations. 


No nation, no individual, no venture, no private or 
public institution, no program for the welfare of people can 
progress without capital. 


It is each individual’s duty to contribute to the preserva- 
tion, protection and improvement of our democratic civiliza- 
tion on a basis which is sound and fair to all our people. 





Chairman of the Board, 


INTERNATIONAL BUSINESS MACHINES CORPORATION 
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sis on industrial expansion to 
ease the burden of the rearma- 
ment task. But this also high- 
lights the desirability, if not the 
absolute need, of expanding our 
labor force to the limit, and to 
make it work the most. 

To the extent that arms spend- 
ing may exceed $50 billion annu- 
ally, the strain on the economy 
would increase rather more than 
proportionately. That’s why we 
said that the size as well as the 
speed of our arms outlays will 
govern much of our life in the 
year ahead. Because this is so, 
some important details still re- 
main to be filled in. But economic- 
ally speaking, 1951 should be a 
prosperous year even though it 
cannot possibly match the peace- 
time record year just ended. 





Which Industries Offer 
Best Prospects for 1951? 





(Continued from page 372) 
plant additions as may be neces- 
sary may be built without inter- 
fering drastically with present 


production. 

All in all, industry sales seem 
destined to run _ substantially 
above the 1950 record with vol- 
ume increases in many instances 
limited primarily by raw mate- 
rial shortages. Gains in unit sales 
should be widely exceeded by the 
expansion of dollar sales reflect- 
ing numerous price increases late 
in 1950. The latter should make 
for well maintained profit mar- 
gins, aided by large volume and 
plant improvements, on the whole 
fairly effectively offsetting recent 
increases in wage and raw mate- 
rial costs. 


Net profits this year neverthe- 
less are apt to run below last be- 
cause of tax impacts, particularly 
EPT, though tax positions in most 
cases are not unfavorable, par- 
ticularly if helped by sizeable de- 
pletion allowances as in the case 
of sulphur producers. Because of 
the greatly enlarged demand for 
chemical products and extensive 
plant expansion, even the new and 
higher tax rates should permit 
higher average earnings than dur- 
ing World War II when the im- 
pact of EPT was quite severe. 
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The latter experience during 
the initial post-Korean period had 
led to fears of sharply restricted 
earnings and hence to lagging 
market action of chemical shares, 
but such apprehension has now 
been largely overcome and group 
action was relatively favorable in 
the closing weeks of 1950. Chem- 
ical shares should continue to be 
well regarded marketwise not only 
because of their inherent growth 
aspects but of their substantial 
earnings potentials even in a de- 
fense environment. Despite ex- 
pansion programs and accelerated 
depreciation policies, 1951 divi- 
dends may actually be somewhat 
more liberal in relation to earn- 
ings than in 1950, though natur- 
ally there will be the usual excep- 
tions. 


PUBLIC UTILITIES — Taking the 
shift to a semi-war economy in 
stride, the nation’s light and 
power industry in 1950 demon- 
strated its ability to provide elec- 
tricity for both defense and civ- 
ilian needs, and at the same time 
registered impressive gains in 
electric generating capacity, 
power production, sales and cus- 
tomers. 

A major gain recorded in 1950 
was the installation of 6.7 million 
kilowatts of new generating ca- 
pacity, bringing the total at the 
start of 1951 to some 69 million 
compared with 45 million kilo- 
watts in 1942. The aim is to pass 
93 million by 1953. The current 
emergency highlights the wisdom 
of past expansion; war produc- 
tion as well as war-stimulated in- 
dustrial expansion in many fields 
have one thing in common: they 
require a great deal of electric 
power. 

Power generation moved up 
sharply last year, reaching a new 
high of 328 billion kilowatt-hours, 
nearly 12% greater than the pre- 
vious record output of 1949. And 
the electric utilities have learned 
to pool their power so that a 10% 
reserve capacity can be considered 
a safe margin compared with 30% 
formerly, though the reserve ratio 
will again rise as expansion pro- 
gresses. Yet the industry is only 
halfway through the planned post- 
war expansion. If the rearma- 
ment program doesn’t dislocate 
the manufacturers’ schedules un- 
duly, the industry’s $15 billion 
postwar expansion program will 
be completed in 1953, according 
to the Edison Electric Institute. 
Progress in this direction should 
mean new records in production, 
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sales and revenues. 

For some time in the recent 
past, utility shares have been un- 
der a cloud because of an antici- 
pated cost squeeze under inflation- 
ary conditions, but the cloud has 
lifted on recognition that operat- 
ing costs should continue under 
relatively good control, with the 
greater efficiency of new generat- 
ing equipment cushioning the im- 
pact of higher wages and fuel 
costs. Profit margins, in other 
words, should continue satisfac- 
tory. 

Moreover, utilities get a reason- 
ably satisfactory ‘break’ under 


the new EPT legislation, most of 
them being able to use the special 
formula provided for regulated 
companies. On this basis, the 
majority of utilities would have 
paid no EPT on 1950 earnings; 
and with rare exceptions, divi- 
dends would have been amply cov- 
ered. Unless the tax structure ap- 
plying to them is changed, and ad- 
versely so, utilities will be doing 
alright since gross revenues and 
pre-tax income are subject to sub- 
stantial rise in 1951. Current 
dividends are not threatened in 
the vast majority of cases, and 
presently obtainable attractive 





VEPCO SYSTEM NOW SERVES 
MORE THAN 500,000 CUSTOMERS 





BREMO Station on the Vepco System, recently trebled in capacity, is one of three stations 
constructed or enlarged since 1945 adding 225,000 Kw. to Vepco's generating capacity. 
Three other units now under construction will add 200,000 Kw. more to the System, making a 


total increase of 425,000 Kw.—which doubl 


the ¢ 





pany's steam capacity of 1948. 





ON January 1, 1946, Virginia 
Electric and Power Company was 
serving 360,000 customers with 
Electric Service. 

On August 30th last, Vepco con- 
nected to its system its 500,000th 
customer, a 90-acre corn and 
tobacco farm in Southside, Virginia. 
This means that during that four 
years and eight months period, 
Vepco extended its service to 
140,000 new customers—14 new 
customers every working hour dur- 
ing the past four years and eight 


months ... and, this is still going on. 
Electricity is now available to about 
95% of the homes and farms 
throughout Virginia. 

Vepco will continue to build 
more power stations to serve more 
homes... as well as the more new 
industries steadily coming into its 
service area because of the favor- 
able advantages offered here for 
obtaining raw materials and its 
accessibility to the markets of the 
world for selling the finished 
product. 


VIRGINIA ELECTRIC AND POWER COMPANY 
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yields should be safe. Dividends 
in fact may be liberalized in some 
cases to facilitate equity financ- 
ing. Construction expenditures 
will continue heavy but new cap- 
ital needs on the whole will be 
moderate. If so, equity dilution 
will be relatively minor with a 
sizeable offset provided by the en- 
larged rate base. 


PETROLEUM — The oil industry, 
in favorable position under peace 
and war conditions because of its 
essentiality to modern industrial 
life, last year hung up new records 
in virtually every direction and is 
likely to continue this enviable 
trend. The industry’s ability to 
meet unprecedented demand stems 
in no small measure from competi- 
tion which spurred the oil com- 
panies to invest $10 billion in their 
postwar expansion and moderniz- 
ation programs. These heavy ex- 
penditures are progressively bear- 
ing fruit, furnishing a valuable 
contribution to the defense effort 
as new emphasis is given to Amer- 
ica’s commanding position in oil— 
for oil wins wars. 

As visible and reassuring re- 
sults of the industry’s huge post- 
war expansion, domestic crude oil 
capacity has been incrased by 
35%, refining capacity by 25% to 
30%, large systems of pipelines 
have been added, tanker fleets en- 
larged and modernized, and con- 
sumer outlets expanded and im- 
proved. In the process, also, the 
industry has gradually restored 
the safety margin of supply po- 
tential over consumptive require- 
ments. All in all, it is well pre- 
pared to meet whatever calls for 
its numerous products may be 
ahead. 


On the price front, the crude oil 
price structure generally held 
firm. Early last year, there were 
a few minor downward adjust- 
ments in some fields producing 
low gravity crude oil but these 
were revised upward before the 
year-end. The regulatory author- 
ities of the various oil-producing 
states were successful in holding 
output within market demands, 
and this imparted confidence in 
the general price structure which 
now has been maintained for three 
years. 


Excepting 1948, the earnings of 
the industry last year were the 
best in history. The aforemen- 
tioned price irregularities and 
higher operating costs, plus a 
jump in taxes, for the last half of 
the year held net results some- 
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From the President’s Letter to Stockholders 


Commercial Solvents Corporation had 
its largest volume of business in the 
fourth quarter of this past year. Sales 
are running at the rate of 5.5 to 6 mil- 
lion dollars per month, and earnings 
are satisfactory. Production is being 
pushed to capacity in all plants and 
all lines of our business. Supplies of 
certain raw materials are critical in a 
few units and are retarding produc- 
tion at capacity levels in those cases, 
but relief of such shortages is being 
vigorously sought. 


NEW NITROGEN SOLUTION PLANT 


Despite the difficulties of new con- 
struction, it is our belief that the first 
unit of our new nitrogen solution plant 
at Sterlington will be ready for oper- 
ation about March 1, and shipments 
from this unit will start moving to the 
fertilizer industry about that date. 
The second unit should be in opera- 
tion sometime in June. 


EXPANSION OF ANTIBIOTIC PLANTS 


The expansion of our antibiotic plants 
at Terre Haute is moving on schedule, 
and increased production of penicil- 
lin and bacitracin should be a reality 
by mid-April. This is of tremendous 
importance at a time when our armed 
forces may be needing ever-increasing 
supplies of these drugs. 

Shortages of supply of three basic 
raw materials—chlorine, benzene, and 
sodium hydroxide—are currently lim- 
iting our production of benzene hexa- 


chloride. While we hope to obtain 
early relief for our present production 
of this important insecticide, these 
shortages are of such a nature as to 
cause us to defer for the time being 
the construction of the Lindane plant, 
which would be dependent on addi- 
tional amounts of these raw materials 
for its successful operation. 


SUPPLYING OUR GOVERNMENT 


With the reactivation of the alcohol 
butadiene plants by the Government 
for the production of synthetic rubber, 
we are now shipping alcohol to sev- 
eral points of operation from our grain 
alcohol production at Terre Haute 
and Peoria. 


When the Government’s military 
requirements are established, ourcom- 
pany will undoubtedly be called upon 
to furnish its share of many important 
and critical chemicals, such as ethyl 
alcohol, ammonia, theantibiotic drugs, 
and others of almost equal importance. 


OUR COUNTRY’S INTERESTS 


The purpose of this report is to keep 
you informed about the company’s 
progress—not to discuss domestic or 
world affairs. However, the serious- 
ness of our country’s situation cannot 
be discounted. We can only say, at 
this moment, that while we hope our 
plans for future growth will not be 
deterred by controls and regulations, 
our country’s interests and require- 
ments will have first consideration. 


J. ALBERT WOODS, President 


COMMERCIAL SOLVENTS CORPORATION 


17 EAST 42nd STREET 


NEW YORK 17, N. Y. 
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what below their previous peak. 
But they were above those in 1949 
which until last year was the sec- 
ond best year from an earnings 
standpoint, and dividend pay- 
ments established a new peak. 

In 1951, gross operating income 
should rise because of larger de- 
mand and probably higher prices, 
and net should at least be well 
maintained, depending largely on 
the new tax increases. As far as 
EPT is concerned, the industry’s 
tax position is favorable not only 
because of high postwar earnings 
which should make for a sizeable 
EPT exemption, but due to the ad- 
ditional advantage of large deple- 
tion allowances which will reduce 
taxable income. 

For the industry as a whole 
dividends established a peak in 
1950 and should remain large in 
1951 although higher taxes and 
further capital expenditures may 
preclude any substantial increase 
in disbursements. Even so, the 
outloek is highly promising and 
recent market action of oil shares 
has reflected this. Oil shares have 
been favorites for two distinct 


reasons: Good prospects for de- 
mand, earnings and dividends, 
and their attractiveness as infla- 
tion heldges. 

NON - FERROUS METALS — To 
metal mining companies, particu- 
larly the producers of copper, lead 
and zinc, the year 1951 will be a 
challenge to their productive ef- 
forts, for the arms program, the 
stockpile objective, and the nor- 
mal demands of industry call for 
an output of metals exceeding that 
of any peacetime year. Since it is 
doubtful that the mining industry 
will be able to satisfy these de- 
mands, or even come close to it, 
restrictions on civilian consump- 
tion have already been promul- 
gated and they will be progres- 
sively tightened as the arms pro- 
gram calls for ever greater 
amounts of these vital materials. 
This will be so even in the face 
of increased imports. 

Producers and consumers of 
non-ferrous metals thus have 
started 1951 with a record de- 
mand, scarcities and mounting re- 
strictions, and the imminence of 
price controls as defense needs 


rise. Talk of possible price roll- 
backs has been causing concern 
though there is no definite indica- 
tion that such might eventuate. 
Doubtless they would have an ad- 
verse effect on supplies, since it 
would reduce production from 
high-cost mines and lead to reduc- 
tion of imports. In the meantime, 
the shortage situation virtually 
rules out any price declines over 
the nearer term, with main em- 
phasis remaining on the crucial 
problems of how to make avail- 
able supplies go round, and even- 
tually increase them. For the 
moment, the copper mines par- 
ticularly appear to have reached 
their limit in production for some 
time to come. 

Assured of full demand for 
their output at satisfactory prices, 
the main concern of mining com- 
panies is the possibility of a labor 
shortage, some signs of which are 
already appearing. Sales, which 
rose considerably in 1950, reflect- 
ing higher prices and larger ship- 
ments, should continue moderately 
upward at least through the first 
half. Profits for the latter period 
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ANNUAL DIVIDENDS* 
1950 @ 1.85 

1949 @ 1.80 < 1249 Méiutad on bo 
1948 @ 3.40 

1947 @ 3.25 

1946 @ 2.87 < 194620 soc ot 
1945 @ 2.20 

1944 @ 2.20 < 1944—rights voted 
1943 @ 2.00 

1942 @ 1.90 

1941 @ 2.15 

1940 @ 2.15 

1939 @ 2.05 < 1939—5% stock dividend 
1938 @ 1.70 

1937 @ 2.10 

1936 @ 2.07 < 1936—3-for-1 stock split 
1935 @ 2.45 < 1935—33%% stock dividend 
1934 @ 2.50 


ond rights 


1929 1937 1933 @ 2.00 
TRADED Chicago Stock Exchange — New York Stock Exchange 
1932 @ 2.12 
1949. -San Francisco Stock Exchange 1949_ Midwest Stock Exchange 1931 * 9 50 
3,739,814 Shares of Common Stock Outstanding 9 00 
NO BONDED INDEBTEDNESS ae 
NO PREFERRED STOCK 1929 @ 2.42 —crose oF each vear. 
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THE NATIONAL CITY BANK 


OF NEW YORK 


Head Office * 55 WALL STREET + New York 


67 Branches in Greater New York 


52 Branches Overseas 





) Condensed Statement of Condition as of December 31, 1950 








ASSETS 
Cash, Gold and Due from Banks............. $1,437,981,108 
United States Government Obligations. ..... ¥,724,232.175 
Obligations of Other Federal Agencies........ 60,599,854 
State and Municipal Securities.............. 426,364,539 
Other Securities. ee 137,186,350 
Loans and Discounts. : naar: 1,664,941,944 
Real Estate Loans and Securities Real se yao 6,422,939 
Customers’ Liability for Acceptances. 15,819,426 
Stock in Federal Reserve Bank. 7,800,000 


Ownership of International Banking Corpora- 
tion. sie eI AT Aa ek ON ie ee 7,000,000 





Bank Premises. 26,970,778 

Items in Transit with Branches. . 8,657,198 

2 er. COT ae errr 2,371,117 

RCN ie arr ad eB ond beth be $5,526,348,028 
LIABILITIES 

Deposits. $5,130,853,626 


Liability on Acceptances and Bills. $34,849,465 
Less: Own Acceptances in Port- 





1 (0) ) (0 ae soe tves ESSIG SA 19,532,918 
Due to Foreign Ciel Teale Sere e cents Coen 12,989,000 
(In Foreign Currencies) 
Reserves for: 
Unearned Discount and Other Unearned 
Income. : 11,562,252 
Interest, Taxes, ‘Other Accrued Expenses, ‘ete. 30,699,406 
Dividend. De Perea tad cent aa ae aah 2,635,000 
Capital. . 3 . $124,000,000 
(6,200, 000 Shares—$20 Pec) 
Surplus. . F 136,000,000 
Undivided Profits. 58,075,826 318,075,826 
TOC ooo ois Bes ORS Cee alate ie see AO CAS Ue 


Figures of Overseas Branches are as of December 23, 1950. 


$283,763,467 of United States Government Obligations and $15,014,100 of 
other assets are deposited to secure $208,701,191 of Public and Trust Deposits 
and for other purposes required or permitted by law. 
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may be about in line with those 
in the last half of 1950, but should 
be well above earnings of a year 
before. The impact of EPT will 
generally be moderated by deple- 
tion allowances, but is bound to 
cut into final net. In short, the 


_ peak rate of net profits experi- 


enced during the last half of 1950 
is not likely to be duplicated 
though earnings will still be high- 
ly satisfactory. 

Non-ferrous metal shares have 
outperformed the general market 
for a good many months, first be- 
cause of the rising profit trend 
under civilian boom conditions 
and subsequently because of their 
status as war beneficiaries and 
their attraction as_ inflation 
hedges. While these attractions 
remain, the future price trend of 
metal shares may be significantly 
influenced by their forthcoming 
status in a ceiling-price economy 
and how this will affect earnings 
potentials. 


TIRES AND RUBBER:—While out- 
put of finished rubber goods in 
1951 may be slightly less than the 
record amount in the previous 
year, any forthcoming decline 
should be relatively moderate. Con- 
sumption of new rubber in 1950 
totaled 1.24 million long tons or 
80% more than in 1940. Leaders 
in the trade, in appraising this 
year’s outlook, feel confident that 
combined civilian and military de- 
mand will call for production of at 
least one million tons and perhaps 
considerably more. Large scale 
Government stockpiling of natural 
rubber is already creating serious 
shortages of this raw material, but 
by the reactivation of many stand- 
by facilities for the production of 
synthetic rubber, an ample overall 
supply appears assured. 

These privately operated gov- 
ernment-owned plants are expec- 
ted to turn out at least 880,000 
long tons of man-made rubber in 
the current year. It will thus be 
seen that not too large quantities 
of the natural material essential 
to heavy duty military require- 
ments will be needed to keep the 
industry’s production at an un- 
usually high level. Increasing pro- 
duction of “cold” rubber with ex- 
cellent wearing qualities should 
also help to ease demand for natu- 
ral crude. 

The character of rubber goods 
manufactured this year, though, 
will vary considerably from the 
year before. With a prospective 
sharp cutback in production of 
civilian passenger automobiles, 
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each of which is sold with five new 
tires, an ample supply of replace- 
ment tubes and tires should result. 
In view of the rising level of 
national income and an increase 
of several million in the number 
of cars and trucks on the roads, 
the outlook for heavy demand for 
civilian tires is very encouraging, 
and firm prices should prevail. 

Although in 1950, only 2% of 
rubber production went to the 
Armed Forces, during 1951 the 
proportion will expand notably, 
possibly to an extent that will al- 
most if not fully take up any 
shrinkagein civilian demand. Mili- 
tary requirements not only for 
trucks, tanks, self propelled guns, 
tractors and crawler equipment, 
but also for footwear, medical 
purposes and the like, will pro- 
gressively absorb vast quantities 
of rubber goods. In anticipation 
of these needs, the Government 
has already cut total civilian use 
of rubber by 16%, but unless the 
war spreads no further curbs may 
be necessary. 

Whereas production of passen- 
ger tires totaled 79 million in 
1950, output of original equip- 
ment may decline by 25%, but 
replacement items by only 10% 
at the most. On balance, the total 
amount may shrink by, say, 16%, 
although some managements think 
it may be less. Items made of foam 
rubber, which have forged ahead 
impressively in recent years, seem 
certain to be in more limited sup- 
ply, and the same may be true of 
numerous rubber specialties nor- 
mally in strong demand. 


Expanded Facilities 


The rubber industry is far bet- 
ter situated to meet the problems 
imposed by Korea and rearma- 
ment than at the start of World 
War II. Prices of natural rubber 
have soared to such heights that 
the availability of low cost syn- 
thetic rubber has become a great 
boon. All of the leading rubber 
concerns have expanded and mod- 
ernized their facilities at record 
pace in postwar, and are in a posi- 
tion to effect numerous operating 
economies. 

Additionally, large scale diver- 
sification has been attained 
through the development of plas- 
tics and other chemicals. Despite 
promise of relatively well sus- 
tained volume, though, margins 
probably will be reduced on mili- 
tary business and pretax earnings 
consequently may tend to recede. 
Price controls may also be a re- 


strictive factor. While increased 
income taxes should reduce net 
earnings, and the excess profits 
taxes also will pare net profits, 
large earnings in the 1946-49 
period will ease the burden of 
EPT, and net earnings of the lead- 
ing companies were so large in 
1950 that a considerable decline 
could occur without suggesting 
any impairment of dividend po- 
tentials. 

Shareholders of the most promi- 
nent rubber concerns have re- 
ceived only a modest portion of 
net earnings for several years 
past, although payments in 1950 
were more liberal. Tire and rub- 
ber stocks since Korea have given 
an outstanding performance in 
the market, in reflection of high 
earnings and a bright outlook in 
the semi-war economy, and pres- 
ently are selling at their highest 
level for the past four years. 


MACHINE TOOLS:—Producers of in- 
dustrial machinery are assured of 
all the business they can handle 
during 1951, and probably for 
quite a while longer. In connection 
with the vast expansion in plant 
capacity now getting under way 
throughout the economy, record 
quantities of new equipment will 
be required, while orders to re- 
place obsolete tools and machinery 
of every description will continue 
to mount. The measure of success 
attainable by the Defense Pro- 
gram will hinge primarily on the 
efficiency of specially designed 
heavy presses, high speed tools 
and other automatic equipment, 
lending exceptional promise to ex- 
perienced machinery producers in 
the current year. 

This industry is fairly well 
situated to meet the challenge now 
imposed upon it, as since a reces- 
sion in activity during 1949, it has 
continued to expand and moder- 
nize its facilities, to design im- 
proved products and generally es- 
tablish better operating efficiency 
in its own field. Unless many sub- 
contracts are placed, however, 
capacity will be severely strained 
to keep abreast with a flood of in- 
coming orders. 


New Business Far Exceeding 
Shipments 


Despite the fact that many ma- 
chine tool companies are now re- 
fusing unrated orders, shipments 
are running far below incoming 
new business. At the end of 1950, 
unfilled orders in this division 
nearly equalled total sales of about 
$300 million for the year. In 1951 
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- For Industry—Mathieson produces a wider 

“A array of heavy chemicals than any other 
manufacturer. Consumers may find it 

ie, advantageous to discuss with Mathieson all 

yf their heavy chemical requirements. 

le 

a For Agriculture—Mathieson pioneered high 

1t analysis, pelletized fertilizers for more efficient 

y and economical plant food. Sanitary milk 

: } production is aided, too, by Mathieson 

,— | chlorine bactericides. 

y 

4 For Public Health— Mathieson supplies 

. > chemicals for water purification, sewage 

e treatment and swimming pool sanitation, and 

‘ specializes in chlorine bactericides for general 

a sanitation wherever foods and beverages 

‘ are handled. 





Mathieson is known for dependability, too— 
through capacity, diversity and flexibility 
of production and through technical and sales 
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leadership—which promise an even greater 
future of service to Industry, Agriculture 
and Public Health. 











Mathieson Chemical Corporation, 
Mathieson Building, Baltimore 3, Maryland 
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Carbon Blacks of quality 
— such are UNITED 
BLACKS. Dependable in 
performance, UNITED 
BLACKS are the result 
of exacting research, ex- 
pert and ingenious proc- 
esses of manufacturing. 
UNITED CARBON 
COMPANY is the pro- 
ducer of both channel and 
furnace blacks, which 
meet the most rigid re- 
quirements in the rubber, 
paint, paper and ink in- 
dustries. 


UNITED BLACKS ARE AVAIL- 
ABLE THE WORLD OVER 


INC 


In Canada: 
Canadian Industries, Ltd. 








THE COLUMBIA 
| GAS SYSTEM, INC. 


The Board of Directors has declared this day 
the following regular quarterly dividend: 
Common Stock 
No. 65, 20¢ per share 
payable on February 15, 1951, to holders of 
record at close of business January 20, 1951. 


Dare Parker 
January 4, 1951 Secretary 














it is thought that volume may ex- 
pand to $600 million because back- 
log orders, according to trade re- 
ports, are currently about twelve 
times monthly output, and the full 
impact of military buying has only 
begun to be felt. Already large 
orders from the aircraft industry 
and its subcontractors are certain 
to increase, and at least $75 mil- 
lion of contracts will probably be 
placed for foreign shipments un- 
der the European defense pro- 
gram. 

Producers of heavy machinery 
also are enjoying a marked up- 
trend in their backlog orders. 
Demand for steel mill equipment 
is mounting so rapidly as the bil- 
lion dollar expansion plans of this 
industry are announced, that ca- 
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pacity operations are indicated for 
the specialized producers for a 
long time to come. ‘Most of this 
heavy equipment is made to order 
with specified designs, thus per- 
mitting liberal operating margins, 
and as considerable time is re- 
quired for production, large order 
backlogs assure active operations 
for an indefinite period. Manufac- 
turers of earth moving equipment, 
materials handling devices, pumps 
and construction machinery share 
in the promising outlook for in- 
creasing volume. 

From an operating angle, short- 
ages of skilled labor and of nu- 
merous essential metals may ham- 
per the attainment of increased 
production for a while, and these 
handicaps have already begun to 
be experienced. Total employ- 
ment in the industry has reached 
an approximate 80,000, but during 
the late war as many as 112,000 
were required. As for materials 
such as steel and non-ferrous 
metals, the industry as yet has not 
been granted blanket priorities, 
but due to the essential character 
of machinery and tools, ample 
supplies of materials will soon be 
assured by Washington as matter 
of common sense. Costs are trend- 
ing upward, but selling prices 
have been advanced twice since 
Korea as at least a partial offset, 
and unless controls are soon im- 
posed a further rise would not 
surprise. Escalator clauses are be- 
ing incorporated in numerous long 
term contracts. 

The strong promise of expand- 
ing volume suggests that opera- 
ting margins will widen in 1951 
and that taxable earnings should 
considerably exceed those of a 
year earlier. Average earnings of 
leaders in the industry, with the 
exception of machine tool pro- 
ducers, were unusually large in 
postwar; hence in general the im- 
pact of excess profits taxes should 
not be very burdensome. 

Prospects for increased earn- 
ings by the machine tool division 
are brightened by improved effi- 
ciency in operations and the ad- 
vantage of large volume to absorb 
overhead expenses. The experi- 
ence of individual concerns in 
coping with EPT will naturally 
vary, but the outlook for stable 
or slightly improved earnings by 
the industry as a whole in 1951 
is excellent. In reflection of the 
generally favorable prospects, for 
machine and tool manufacturers, 
the shares of this group have lat- 
terly risen to a new high since 
1946. 





As I See It! 





(Continued from page 363) 


situation demands. 

We have lost the initiative 
through our own errors and mis- 
takes, and we shall not regain it by 
vascillation and timidity. We cer- 
tainly cannot win a war fighting 
under wraps. That is exactly what 
we have been doing. 

Our original intervention in 
Korea was a courageous and ima- 
ginative move; but to make it suc- 
ceed, it was essential that it be 
followed up in equally courageous 
and determined fashion. That we 
didn’t do. Though our troops 
fought bravely, our diplomacy 
failed them. Perhaps it is still be- 
lieved that they can check the com- 
munist armies in the field. Cer- 
tainly our means of opposing com- 
munist aggression in Asia are far 
from exhausted. But it certainly is 
time to look realities in the eye and 
face them with courage and de- 
termination. Wishful thinking 
merely plays into the hands of the 
Reds. Let’s have no more of it. 





Individual Issues Versus 
General Market 





(Continued from page 366) 
shifts, not for the year as a whole, 
but from pre-Korea highs to re- 
cent highs. All such comparisons, 
and especially those on an annual 
basis, are useful “‘for the record” 
but have limited prophetic value. 
Thus, some of the groups which 
fared well in 1949, fared poorly 
in 1950; and vice versa. We are 
entirely safe in saying that the 
line-up a year hence will surely 
differ greatly from that charted 
for 1950. Many such changes for 
better or worse will be foreseen, 
or promptly detected, in the ana- 
lytical discussions of individual 
industries and companies always 
dealth with in the pages of The 
Magazine of Wall Street. 

On the basis of fundamentals, 
and with due consideration of the 
strength of the inflation factor, 
we do not presently foresee more 
than a reasonably normal inter- 
mediate correction in stock prices 
within the medium-term. That is 
by no means a bearish prospect. 
On the other hand, reaching for 
stocks here will generally prove 
unwise, in our opinion. Continue 
to maintain adequate reserve 
funds for future buying oppor- 
tunities. —Monday, January 8 
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BOOK REVIEWS 








THE SOCIAL CRISIS OF OUR TIME 
By WILHELM ROPKE 


Written by one of the world’s fore- 
most economists, this book furnishes a 
realistic and lucid discussion of current 
economic policies and an eloquent hu- 
manistic analysis of the problems of 
modern man. It indicates the path which 
has brought Western civilization to its 
present crisis. But, more important, it 
points toward a solution. 

Based on a thorough analysis of intel- 
lectual, social, and economic history, it 
criticizes predatory capitalism as a 
degenerate form of liberal society—and 
shows socialism and collectivism to be 
instruments of destruction rather than 
remedies. The author holds that the 
real remedy is to be found in a program 
which replaces our top-heavy econom- 
ic system by a natural order and which, 
by decentralization and humanization, 
saves the dignity of man from the 
steamroller of mass society. 

Professor Répke analyzes the inter- 
relations of an urbanized population 
and the development of modern econ- 
omic life and presents a system of dis- 
tributist economics. He is as critical of 
rural mass production as he is of feuda- 
listic agriculture. He finds a surviving 
pattern of excellence in European farm 
life at its best. He believes, above all, 
that if society is to function properly, 
there must be a correspondence between 
economic and human enterprise—and 
that, in the final analysis, the way out 
of chaos depends upon the human love 
of decency, justice, and order. 

Professor Répke’s principal books, 
published in German at Zurich, include 
Civitas humana, Internationale Ord- 
nung, Lehre von der Wirtschaft, and 
Deutsche Frage. His works have en- 
joyed an extremely wide distribution 
and translation into many languages. 
This first English translation of THE 
SOCIAL SOCIAL CRISIS OF OUR TIME is 
based on the fifth German edition pub- 
lished in Switzerland in 1948. 

Wilhelm Répke is professor of eco- 
nomics at the Graduate Institute of In- 
ternational Studies in Geneva, Switzer- 
land. He has held the position of pro- 
fessor at the universities of Jena, Graz, 
Marburg, and Istanbul. In 1926-27 he 
was visiting professor for the Rocke- 
feller Foundation in the United States. 
University of Chicago Press. $3.50 


MONOPOLY AND FREE ENTERPRISE 
By GEORGE W. STOCKING 
and MYRON W. WATKINS 


“Free competition is the price of 
freedom of enterprise.” The monopoly 
problem has long ranked high in con- 
troversy and low in availability of the 
facts needed to deal with it. 

MONOPOLY AND FREE ENTERPRISE de- 
scribes the present structure of the 
American economy, with emphasis on 
the relation of concentrations of eco- 
nomic power to the theory and practice 
of free enterprise. It shows how compe- 
titive forces have in specific instances 
been limited by American business con- 


JANUARY 13, 1951 


cerns and, in certain fields, by legisla- 
tion, and it attempts to assess the eco- 
nomic and social effects of these devel- 
opments. It then examines the attempts 
of government at controlling monopo- 
listie practices. 

A final chapter presents the report 
and recommendations for action of the 
Special Committee on Cartels and 


Monopoly. 
Twentieth Century Fund $4.00 


CRIME ON THE LABOR FRONT 
By MALCOLM JOHNSON 


Here is the sensational exposé of the 
way in which organized crime operates 
on the labor front today. Pulitzer Prize 
winning journalist Malcolm Johnson is 
himself a union man and an ardent be- 
liever in the labor movement. He, espe- 
cially, realizes that unless crime is 
recognized and scourged by the union 
members themselves, Congress will be 
forced to pass increasingly restrictive 
legislation, which might well destroy 
the great gains made by labor in the 
past half century. 


Mr. Johnson’s alarming and authen- 
tic book reveals that the vicious tyran- 
ny over individuals, the unscrupulous 
bargains with “persons in high places,” 
and the mob-against-mob violence of 
prohibition gangsterism are all crop- 
ping up again on a new frontier for 
crime—organized labor. Known racke- 
teers strongarm their way into unions 
and appoint themselves as union offi- 
cials, kill off their opposition, rob union 
treasuries, and threaten and blackmail 
management into lucrative “deals” (the 
profits of which are never seen by the 
union rank and file). 


A reporter of the old school which 
believes in doing its own legwork, Mal- 
colm Johnson interviewed hundreds of 
union members, haunted waterfront 
saloons, attended union meetings, and 
questioned murder witnesses. He found 
that abundant damning evidence of la- 
bor gangsterism was readily available, 
a fact which makes him lash out bitter- 
ly at the prominent politicians. 

While investigating such disgraceful 
episodes as the New York Waterfront 
Murders, the Pittsburgh Beer War, the 
Philadelphia Dock Street Tie-up, and 
the Hollywood Shakedown, Mr. John- 
son found that labor lawlessness was 
provoked either by power-hungry union 
leaders or by big-time gangsters who 
had “captured” the union. It was car- 
ried on for their exclusive benefit with- 
out any regard for the welfare of the 
members, who were usually the first 
victims of these abuses. But while he 
exonerates the honest union members 
from guilt in specific criminal cases of 
the past, Mr. Johnson cautions them 
that it is their responsibility—their duty 
—to clean house now. They must rid 
their union constitutions of undemo- 
cratic clauses, vote out unfair, outdated 
hiring laws and defeat the “bosses” in 
order to assure themselves of the bene- 
fits and advantages which stem from 
honest union leadership. 











PLANT 
SITES 
in 2075 


COMMUNITIES 


Affiliates of this company serve 2075 
communities in Michigan, Indiana, Ohio, 
West Virginia, Virginia, Kentucky, and 
Tennessee. Write in confidence for data 
on plant sites, labor supply, housing. Our 
detailed reply will include eight-<olor 
map showing power lines and natural 


resources. 


L. L. DAVIS 


Director Industrial Development 


AMERICAN GAS AND 
ELECTRIC COMPANY 


30 Church St., New York 8, N. Y. 


COrtlandt 7-5920 
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IN A GROWING WEST 
Serving in Utah, idaho, Wyoming, Colorado 





Crime on the Labor Front is a book 
of tremendous impact and importance 
to every American citizen who believes 
in the freedom of people to work and to 
live without fear. McGraw-Hill. $3.50 
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PLYMOUTH 
DODGE 


DE SOTO 
CHRYSLER 





YOU GET THE GOOD THINGS FIRST FROM CHRYSLER CORPORATION 





DIVIDEND ON 
COMMON STOCK 


The Directors of Chrysler Corporation 
have declared a dividend of two 
dollars ($2.00) per share on the 
outstanding common stock, payable 
March 12, 1951 to stockholders of 
record at the close of business Feb- 
ruary 13, 1951. 


B. E. HUTCHINSON 
Chairman, Finance Committee 

















NATIONAL DISTILLERS 


PRODUCTS 
CORPORATION 








DIVIDEND NOTICE 


The Board of Directors has de- 
clared a quarterly dividend of 
50c per share on the outstanding 
Common Stock, payable on Feb- 
ruary 1, 1951, to stockholders 
of record on January 11, 1951. 
The transfer books will not close. 
THOS. A. CLARK 
December 28, 1950. Treasurer 

















COLUMBIA PICTURES 
CORPORATION 


The Board of Directors at 
a meeting held January 3, 
1951, declared a quarterly 
dividend of $1.06% per 
share on the $4.25 Cumula- 
tive Preferred Stock of the 
company, payable February 
15, 1951, to stockholders of 
record February 1, 1951. 
A. SCHNEIDER, 
Vice-Pres. and Treas. 

















JOHN MORRELL & CO. 
DIVIDEND NO. 86 


A dividend of Twelve 
and One-Half Cents 
($0.125) per share on 
the capital stock of 
: John Morrell & Co. 
will be paid January 30, 1951, to 
stockholders of record January 10, 
1951, as shown on the books of the 
Company. 
Ottumwa, lowa George A. Morrell, V. P. & Treas. 




















CURRENT DIVIDEND 


3 INSURED 
Se SAFETY 
IN THE SAFE, SOUND MIDWEST 
Write For Financial Statement 


UNITED FEDERAL 


SAVINGS & LOAN ASS‘N 


718 Locust, Des Moines, lowa 





422 








BOOK REVIEWS 


THE DYNAMIC ECONOMY 
A Dialogue in Play Form 
By HAROLD G. MOULTON 


This dialogue, written in the form of 
a play, tells the dramatic story of 
American industrial progress over the 
last century and sets forth the policy 
requirements for continued economic 
advancement. The scenes of the play are 
staged as New Year’s Eve discussions, 
once a decade beginning in 1850. From 
decade to decade the participants who 
represent the various groups in society, 
survey current economic developments, 
seeking to answer the age-old question, 
whether there can be progressive im- 
provement in living standards for the 
masses. 

The discussions are thus concerned 
with fundamental economic issues 
which have been recurrent throughout 
our history. The result is a dramatic 
story of the forces which have overcome 
the limitations of nature and trans- 
formed the “static” state, which earlier 
writers foresaw, into a dynamic society. 

The forward looking discussions are 
entitled: “What We Want From Here 
On”; “Do We Have The Makings?”; 
and “What Are The Requirements?” 

The method of presentation is unique 
in economic literature. The dialogues 
put basic economic concepts and prin- 
ciples in simple, realistic terms which 
sharpen and clarify the issues. $2.00 

Published by The Brookings Institu- 
tion, 722 Jackson Place, N.W., Wash- 
ington 6, D. C. 





THE ECONOMY OF LATIN AMERICA 
By WENDELL C. GORDON 


This study of the Latin-American 
economy is particularly significant be- 
cause it emphasizes basic problems, 
such as the feasibility of industrial de- 
velopment and the impact of interna- 
tional investment on internal economies, 
rather than purely factual descriptions 
of Latin-American geography, resourc- 
es, and population. 

Throughout the book the author inte- 
grates economic ideas with specific de- 
velopments. He begins with a descrip- 
tion of the framework of ideas within 
which the development has occurred, 
and follows this section with an analy- 
sis of the organization of productive 
activity—in agriculture, mining, and 
manufacturing. He then discusses the 
relationship between business and gov- 
ernment in the various countries. 

In another section he deals with the 
financing of business and governments, 
especially the effect of foreign invest- 
ments on the various economies and 
their development programs. He also 
discusses Latin-American money and 
and banking procedures, and he evalu- 
ates the various raw material com- 
modity control schemes in sugar, cop- 
per, and other products. 

In the final section, Dr. Gordon con- 
siders major aspects of Latin America’s 
international trade, with special atten- 
tion to the problem of the balance of 
trade and to the functions and effects 
of trade restrictions in Latin-American 
countries. 

The author, Wendell C. Gordon, asso- 
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ciate professor of economics at the Uni- 
versity of Texas, graduated from Rice 
Institute in 1937 and subsequently re- 
ceived his M.A. and Ph.D. from the 
American University and New York 
University respectively. He has studied 
at the University of Mexico and trav- 
eled extensively in Mexico, Cuba, Vene- 
zuela, Columbia, Brazil, Argentina, 
Chile, Ecuador, Panama, the Domini- 
can Republic, Costa Rica, Guatemala, 
Uruguay, and Peru. For seven years 
Dr. Gordon has worked during the sum- 
mers at the United States Embassy in 
Lima, Peru. 

He is author of Expropriation of For- 
eign-Owned Property in Mexico (1941). 
Columbia University Press $5.50 


THE EVOLUTION OF OUR 
LATIN-AMERICAN POLICY 


a documentary record 
compiled and edited by 
JAMES W. GANTENBEIN 


Ranging from the Farewell Address 
of George Washington in 1796 down to 
the period of the Rio de Janeiro De- 
fense Treaty of 1947 and the Bogota 
Conference of the following year, the 
approximately three hundred docu- 
ments in this work trace the progres- 
sive development of a distinctive United 
States policy toward the other Ameri- 
can nations to the south. Selected chiefly 
from United States government publica- 
tions, the speeches of leading statesmen, 
diplomatic notes, and_ international 
agreements are grouped under broad 
headings: General Principles, the Mon- 
roe Doctrine, Independence of Cuba, the 
Panama Canal Concession, Controver- 
sies with Mexico, Interventions in 
Nicaragua, Haiti, and the Dominican 
Republic, and so forth. 

Objective in approach, the book is not 
intended “either to laud or to criticize 
any particular period of this country’s 
Latin-American diplomacy,” according 
to the author, who is a Foreign Service 
Officer of long experience. 

Although there are several general 
treatises on the subject, no similar com- 
pilation of documents exists. 

“Dr. Gantenbein should be congratu- 
lated for giving us this timely volume.” 
—The American Historical Review. 

Columbia University Press, Publish- 
ers of the Columbia Encyclopedia, 
Morningside Heights, New York 27. 
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Adjust Your Investment Program 


—To Take Advantage of New Investment Bargains 


UBSTANTIAL changes may be advisable in your security 
holdings—your investment policy—as individual com- 
panies are affected by allocations, controls, increased 
taxes, military orders, price adjustments. Now is the time 
to turn to The Investment and Business Forecast for 
specific advice on your stocks—which to hold—which to 
discard—and for a sound investment program fitted to 
today’s conditions. 
1. When to Buy and When to Sell 
Our weekly market forecast . . . with chart of daily 
action ... projects the trends and basic forces at work. 
Definite market advice is then 


3. Programs Fitted to Your Needs 

Securities selected are carried under our continuous 
supervision in specialized programs suited to your capi- 
tal, wishes and objectives. There are three programs: (a) 
Stressing Security of Principal and Assured Income— 
with Appreciation: (b) Dynamic Securities for Capital 
Building with Higher Dividend Potentials: (c) Low- 
Priced Opportunities for Large Percentage Profits. Each 
program comprises a fixed number of securities and it is 
our aim to have you contract or expand your position as 
we anticipate pronounced market weakness or strength. 
Sound selection and timing key- 








given which you can apply to || 
your independent holdings and 
to our recommendations. In- | 
cluded . . . with graphs... | 
are Dow Theory Interpreta- |, 
tions of Major and Intermedi-_ |! 
ate Trends: also of our special | 
Market - Support Indicator || 
measuring supplyanddemand. | 
The latter has been highly ac- || 
curate in the past...and shows || 
significant indications at this || 
time. | 
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2. Definite Advices on Intrin- 





ENROLL NOW ... For Our New 
Security Recommendations 


Join our Service today to be ready to take 
full advantage of our new selections of out- | 
standing investment bargains under the war- 
economy outlook for 1951. It is important 

to participate in our investment campaigns 
from their start—since we time our new pur- | 
chases carefully and individual stocks can 
score substantial percentage rises on the 
initial phase of their advance. 


note FORECAST SERVICE. 


‘| 4. Continuous Consultation 

| You are welcome to consult us 
|} «++ by mail or by wire... on 
securities in which you are in- 
terested . . . as many as 12 at 
a time to place and main- 
tain your portfolio on a sound 
basis. We will advise you what 
to hold... switch . or close 
out. 


A Plus Service . . . These con- 
|} sultation privileges alone can be 











sically Sound Issues 
All recommendations must meet our rigid evaluating 
factors in regard to: (a) Strategic position in a Mobilized 
Economy; (b) Financial Strength; (c) Proven Earning 
Power; (d) 6% to 7% Yields Amply Supported by Earn- 
ings. We also specialize in the selection of growth situa- 
tions in Low-Priced Stocks for Large Percentage Gains. 
Technical as well as fundamental factors are carefully 
considered as it is our steadfast policy to have you stra- 
tegically time your commitments. This overall analysis is 
fully applied to all selections . .. bonds and preferreds 
as well as common stocks. 


worth hundreds and thousands 
of dollars to you in concentrating in potential leaders .. . 
in stable investment situations . . . in avoiding laggards 

.. in keeping your position adjusted to the market’s 
outlook, as we build a strong military arm backed by 
organized industry. 


Enroll NOW for the protection and advantages of Fore- 
cast Service . . . especially in coming decisive market 
phases. At this time, you also have the advantage of our 
Special Offer of Free Service to February 13. Mail the 
coupon below today. 











Meal Coupon er FREE SERVICE TO FEBRUARY 13,1951 = [|—_———————- , 
| 2/13 | 
Joday ! | THE INVESTMENT AND BUSINESS FORECAST { 
. | of The Magazine of Wall Street, 90 Broad Street. New York 4. N. Y. i 
e I enclose [J $60 for 6 months’ subscription; [] $100 for a year’s subscription. k 
Special Offer | (Service to start at once but date from February 13, 1951) ! 
SPECIAL MAIL SERVICE ON BULLETINS 

MONTHS’ 
6 $60 | Air Mail: [(] $1.00 six months; [) $2.00 (] Telegraph me collect in anticipation of | 
SERVICE | one year in U. S. and Canada. important market turning points...when h 
| Special Delivery: [] $4.00 six months to buy and when to sell...when to ex- : 
MONTHS’ L] $8.00 one year. pand or contract my position. t 
12 service 9100 | Name 
5 
Complete service will start at | Address............. ' 
nigga but date from February 13. | Ot Eee eer BANG htat tan edan tyres ‘ State ‘ t 
Subscriptions to The Forecast | Your subscription shall not be assigned at List up to 12 of your securities for our | 
are deductible for tax purposes. ! any time without your consent. initial analytical and advisory report. | 
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Your First Step Toward a 


PROFITABLE 1951 


RY this experiment! Imagine that all your securities were sold 
yesterday. Today you have nothing but their cash value. 





Then ask yourself, “Should I repurchase my former holdings as 
offering the most outstanding prospects for safety, income, profit—or could all or 
part of my funds be used more profitably in the coming year? Should I invest my 
cash now?” 


Some investors who test their lists honestly find that they are holding securities for 
unsound reasons: (1) because they dislike to take losses even in weak issues; (2) 
because they like to see issues on their list which show a profit, even though the 
future has been discounted; (3) because they are sentimentally attached to inher- 
ited securities, or shares of a company for which they work; (4) because they feel 
that they might have difficulty in deciding upon a replacement; (5) because they 
are worried about taxes resulting from security changes; (6) procrastination. 


Today there is no need to hold unfavorable investments which will be retarded 
under a “mobilized” economy. Selected issues are available which offer a sub- 
stantial income, a good degree of security and dynamic growth prospects if your 
purchases are strategically timed. Many are undervalued as measured by earning 
power, capital assets and 1951 potentialities. 


As a first step toward increasing your profit and income in 1951, we invite you to 
submit your security holdings for our preliminary analysis — entirely without 
obligation — if they are worth $20,000 or more. 


Our survey will point out less attractive holdings and those to keep only tempo- 
rarily. It will tell you how our personal supervision can assist you to strengthen 
your diversification, income and the enhancement possibilities of your account. 
We will evaluate your list and quote an exact annual fee for our service. 


Merely send us a list of your securities. Give the size of each commitment and 
your objectives. All information will be held in strict confidence. 


INVESTMENT MANAGEMENT SERVICE 


A division of THE MAGAZINE OF WALL StrEET. A Background of forty-four years of service 
90 BROAD STREET NEW YORK 4, N. Y. 
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Dedicated to the wider use and better understanding of 
dairy products as human food...as a base for the devel- 
opment of new products and materials...as a source of 


health and enduring progress on the farms and in the cities 
and towns of America. 


RQA.thiOrn20 


President 


NATIONAL DAIRY 


PRODUCTS CORPORATION 


Every Philco Television ;Chassis Must Pass this 


Unique Test of Operation 


Famous Philco ‘‘Hot Run’’ Test 


Here is a test withc ‘t equal in the television industry that 
typifies the extra care, the extra painstaking attention to detail 
that goes into the making of every Philco television set. It’s 
called ‘“‘hot run testing’’, because each chassis, as it travels 
on overhead conveyor, is operating exactly as it would in a 
typical home. Picture and sound quality are checked enroute. 
Though costly, it shows how Philco takes every precaution to 
insure performance and dependability in the customer's home. 


It’s Extra Precautions Like This... Plus 


Leadership in Research and Engineering that make 


PHILCO ARST WW QUALITY 





1951 with its exclusive Balanced Beam True-Focus 
picture is the sensation of the industry . . . first in quality, 
and first in performance! This overwhelming acclaim 
for Philco’s brighter, clearer picture and for Philco’s 
powerful, dependable performance is once again a tribute 
to Philco leadership in research and engineering, and to 
all those standards of design and manufacture that have 


4 ee HEAR IT wherever television is sold...Philco for 


made the Philco name famous for quality the world over. 
In many new ways, too...like the test illustrated 
above... Philco quality is guarded so that it will be 
delivered to the user with its built-in performance and 
dependability unimpaired. That’s why the verdict today 
is overwhelming ... Philco is the quality leader of the 
television world, with the truest picture, the finest 
performance, the greatest values in TV history. 








